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Introdizetioaa 

Th« f olloving p«g«s ar« aaant to glT« a oross-saotioiua Timr of tho 
orodlt rolatiotts botwoon tho Bngllsh aorohaats and tho dobtor aordhttita and 
plantors In tho oolonioa in tho oightoonth oonbuxy. In ordor that tho pio- 
two M^t haro as nnoh dopth and balanoo as was possiblo within tho lisits off 
tiM and aatorial arailablo tcft tho snrroy, tho aatorials rolating to tho his- 
tory off tho two dissimilar oolonios off Hassaohusotts and Virginia woro osod aoro 
oxtonslToly than thoso off tho othor oolonios* Prcai thoso aatorials was oon- 
stmotod tho gonoral ffraMwork off tho stndy; and aost off tho dotails, as wall, 
woro takon ffrca tho saao sooroos. Hovoror, a nuabor off aonogr^phs and spooial 
aoooimts doaling with othor oolonios woro usod ffor tho purposo off adding sido- 
lights irtioroTor possiblo. 

Tho torn "orodit rolations" is to bo undorstood as inoliiling a dosorip- 
tion off tho orodit systoa off tho day, --how it oaao to bo and how it workod,— 
and tho roaotion off oolonial dobtors and Inglish oroditors to that systoa* 
Iho roaotion is boot soon in tho laws whioh tho oolonios passod to rogulato or 
alloriato thoir ffinanoial diffffioultios* Svqpploaonting tho oolonial laws is tho 
aotion takon by tho English goromaont in passing logislaticn off its ova and in 
disallowing objootionablo oolonial laws. Tho English goromaant in aany oasos 
aotod at tho bohost off tho British aorohants, whoso intorosts woro ffroquantly 
joopardisod by tho oolonial logislation. Tho intorosts off tho two sidos— 
dobtor and oroditor— aro thus rathor sharply distingnishod in tho oolonial laws 
and in tho aotion takon by tho English goromaant and tho English aorohants with 
rospoot to thoso laws* 

It is obrioos that an inoxhaustiTo oxaaination off tho ffiold Tirtoally pro- 
olndos tho ostablishnant off any thosis as to tho politioal signiffioanoo off tho 
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oradlt r^latioiui in qiiastlon. Th^ naterlal hard prasanted ean ba diraotly 
MrrlMabla only in f ondqg a prallainary stap^ or, rathar, a Vadkgrooiid, for 
aubaaqiiant lutanalTa atudy within tha linoa laid aat. Hovarar, ona or two 
poaaibla linaa of daralopmant hara baan suggaatad in a oonoluding ahaptar* 
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Chapter (ta# 

OBian ilD EXTSBT CP THB CSBDIT RELiTIGiS 
A ValaaM of trade in faror of tho aothor ooontry was a dlatlnotlTO 
oharaotoriotlo of the trade between England and the oolonies in the eighteenth 
oentnry. With the exoeption of two periodic during the non»iaportation period 
and from 1774 to 1777, ioports were ooneiatently in exoess of exporta* In 

1714-1717 the belanoe of trade againat the eoloniea anounted to MS^OOO; in 

2 

1724-1726, b53,000; in 1754-1766, U73,444i and in 1769-1760, U,847,965. 

Tranklin in hia exaainetion before the Honee of Ooonons in 1766 etated that 
the yearly inporta into BmnaylTania from Inglani were eetiaated by FannaylTania 
ai»rohanta to exoeed f Ito hundred thouaand pounda in Talue, whereaa the exporta 
to Bngland did not exoeed forty thouaand pounda. The net balanoe againat the 
ooloniea for the period 1700-177S anounted to orer twenty aillion pounda* 

Ihia unf aTorable balanoe of trade repreaented a debt in f aror of the 
Bngliah asrohanta* The northern ooloniea auffered leea fron thia indebtedneea 
than the aouthem ooloniea. The profitable trade whioh the fomer enjoyed 
with the laat Indiee provided the aeana of liquidating their Ingliah debta; 
and the large amount of eesnaeroe whioh waa oarried in lew Ingland Teaaela fur- 
niahed another aouroe of rerenue f rcai whioh to aieet debta ineurred in Ingland. 

(1) Charlea M. indrewa, "Beaton Mardhanta and the lon-Inportation Horeaient," 

in Publioaticna of the Colonial Sooiety of Maaaaohuaetta, XIZ (1916-^ 
1917), p. 188. 

(2) Bdvard Channing, Hiatory of the Ihiited 8tatea (6 Tola., lew York, 1906- 

1921), II, p. 608. 

(3) T. C. Hanaard, Parlianentaiy Hiatory of Bngland (Lopdon), XH, p. 1S9. 

(4) Lord John Sheffield, Obaerrationa on the Ooameroe of the Aaerioan Statea 

(2d ed., London, 1784), pp. 246-247. Quoted in Bogart and Thonipaoa, 
Headinga in the Boonomio Hiatory of the United Statea (lew York, 1919), 
pp. 166-167. On the baaia of the Talue of iaporta and exporta, the 
balanoe of trade in the oaae of the plantation ooloniea waa aotually in 
faror of the ooloniea. It ahould be noted, howoTor, that the planter 
reoeiTod aa net prooeeda only a amall f raotion of the Talue of hia 
tobaooo oonaignnenta, whereaa he paid the full Talue of the gooda whioh 
he inported froa Bngland. See footnote belov, p. 22. 
(6) Channing, II, p. 608; aee alao indrewa, pp. 167-168. 
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4 
]lor«oror> the northern Mrohant bought goods on a olooo aargin and tbon aold 
thorn for profit* Tho plantation oolonioa foil noro ooaqpl^toly within tho 
grip of tho finanoial ayatoa aot 19 in this trado. Tho plantar did not as a 
mlo hay English goods for tho purposo of rosolling thoa» hut to fnmish his 
honi» or to oqaip snd stook his plantation; snd ho was prono to buy aoro than 
ho noodod or ooold afford* Tho olaims prosontod sgainst tho southom oolonios 

in tho troaty of 178S aaoontod to IiS»869»000; thoso against tho oosBioroial oolo- 

6 
nios totalod only b218«000« Tho plantation oolony to suffor most froa this 

indobtodnoss was Virginia* Jofforson ostiaatod that two adllicn pounds stor- 

ling woro duo Oroat 9ritain froa Virginia at tho oonolusion of tho Borolutionary 

War*^ 

Tho indobtodnoss oroatod by tho unf arorablo balsaoo of trado was disohargod 
in part by bartor and oxohaagos in kind^ bat oainly by tho payaont of aonoy* 

Book balanoos woro sottlod by tho shipaont of oash or by bills of oxohaogo drawn 

o 

on aooounts in Bnglani* Tho oolonios oontinually sufforod froa a shortago of 



spooio^ for as fast as hard aonoy oaao in it was shippod to Bnglsnd to liquidato 
aooounts*^ Tho oolonial aorohsnt lAio had no balanoo of his ovn in Inglaad pro- 
forrod to purdhaso a bill of oxohsago for oash« whioh ho thon sont oa to Ingland. 
This was found to bo tho aost ocnroniont form of paynsnt. Tho groator propor- 
tion of bills of oxohaqgo was purdhasod by northom aorohants from southom plan- 
tors» tho lattor usually baring a balanoo in England to draw on as a rosult of 
thoir oonsignaonts of tobaooo* Tho drift of bills of oxohaogo northward booaao 

(6) ^otod bjr Arthur M. Bohlosingor^ "Tho Colonial Msrohsnts and tho Aaorioan 

SoTOlution, 1765-1T76,* in Coluabia PhiTorsity gtudios in Historyt Boon- 
maios snd Publio Law> LXXVIII (1918)» p* S9* 

(7) Tho mritings of Thomas Jofforson^ od* by P»»l !•• Ford (10 to1s.» How York, 

1892*1899}, IV, p* 155. 

(8) Androws, p* 185* 

(9) Williaa Z. Riploy, "Tho Finanoial History of Virginia, 1609-1776/ in Columbia 

Collogo gtudios in History, Boonomios and Publio Law, IV (189S), p# 120* 

(10) Claronoo P* Oould, lidnoy and Transportation in Ifauryland, 1720-1766," in 
Johns Hopkins PniTorsity Btudios in Historioal and Politioal Soionoo, 

:ii U915), lo. 1, p. 41* ; 
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QQ« of thft most narkod ohftraotorlstios ot thoir uso in tho oolonlos* Vir- 
ginia alone was onoo ostlnatod to roooiro bl6»000 in oaah yearly froa Fennayl- 

12 
Tania in rotum for bills of exohaqgo. 

Suoh a systom sust hare throatonod at timss to booomo a Vioioas oirolo*" 
The plantor sold tho bill of oxohsago to the northom aor6hant» drawing-- perhaps 
orerdraving— on his aooount in Inglani* He reoeiTed oash for the drafts lAiioh 
he did not send to Bnglani to meet the draft, but retained in his personal possess- 
ion, or abeorbed into his bnsinees. In other words, the more basiness«-like mer- 
ohant of the north employed the^soubhem planter as a banker; the "banker/ unless 
ho was far sighted and somewhat sorupulous, was in danger of being entioed into a 
state of inreterate indebtedness. 

The ooloniet was dependent on England for praotioally all his finished 
produots. Consequently the oonsignments of raw produots whioh he despatohed 
to the Bnglieh sisrohants were nearly always aooompanied with orders for retiim 
shipMnte of manufaotured goods and produots. The Voglish merohant was some- 
thing more than an ordinary merohant. He not only bought and eold oonmodities, 
but he aoted in the oapaoity of a broker or ooondssion merohant for his oustomer 

13 

in the oolonies. In most oases the artioles that he handled direotly and 
alone were likely to be few, and these he disposed of to the best adTantago, 
plaoing the prooeeds to the oredit of his oustomer 's aooount. The balanoe in 
faTor of the oolonist was rarely remitted to him, but was kept on aooount in 
Bngland ani esqpended in making purohases of finished produots for shipment to 
the oolonies. 



(11) Oould, p. 41. 

(12) William and Mary College qgarterly Historioal Ihgasine, XI? (1905-1906), p. 87. 
(18) John Spenoer Bassett, n!he Belation between the Virginia Planter and the 

London Itorohant,* in Ameriean Historioal Assooiation Annual Heports, 
1901, Tol. I, p. 659* 
(14) Ibid., p. 559. 
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Th« degree to vhioh tho oolonlst truntftd th* disor^tlon of his Bngllsh 
Mrohant in tho purehaso of goods was nooossarily largo. Willism Fitshugh 
in 1680 wroto to his norohant, "I haro onittod ono thing in my partioulars» 
vhioh I dosirod you to buy for m, that is a Siding Csmblot Coat. If ay 
moQoy holds oixt buy it» if not oso your disoretion." In anothor instanoo 

Mirohants in >ngland wroto, "Wo wero forood to guo ss at the sisos of tho Shoos, 

m16 
Oloros, eto. for want of your sending the measure. More inbiaate was the 

oorrespondenoe of William Brrerly of Virginia with his London merohanti "I send 

you herewith a pair of silk stookings whioh you sent as this year. They were 

damnified before they oaae. Hoeerer, I desire you will please to get them 

dyed blaek and send as another pair of the oolour of these. Those you sent 

m f orasrly are too large in the leg and espeoially in the oalf , I hariqg Imt 

17 
a slenier body as you knov by ay measure and my leg is in proportion • . • . 

In addition to being broker and oomaiesion merohant for the oolonist, 

the Bnglish sisrohsat frequently aoted as a banker. Bills of exohaoge were 

widely used in the oolonies to settle aoooonts both in Inglaad and in the 

oolonies. These bills were drawn on aooounts in Ingland, and it thus osme 

about that they funotioned auoh as tho modem oheok fmiotions, the merohant in 

18 
Inglaad performing the serrioes of a banker. When a oolonist made a shipment 



<16) Virginia liagasine of History end Biography , I (1893*1894), p. 28. 

(16) CoMPsroe of Rhode Islsnd, 2 toIs., in Colleotions of the Massaohusetts 

Historioal Sooiety, serenth series, IZ (1914). Vol. I, p. S3. 

(17) Willism end Mary College Quarterly, III (1894-1896), p. 226. 

(18) The London firm of Ferry and Lane, in addition to their ordinary oommer* 

oial aotiTities, aoted as bankers for Willism end Mary College in 
Virginia. The soope of their serrioes inoluded eren the oare of 
Virginia ohildren eent to England for eduoation and training. See 
8t. Oeorge L. Sioussat, Virginia snd the Bnglish Commeroial System, 
1730-1733," in Amerioan fflstorioal Assooiation Annual Heports, 1905, 
Vol. I, p. 78. 
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19 
to hi« Mirdhant^ it was Tirtually •qulT&lant to nakiag a dopoait in a bank. 

Tha balaaoa was kopt on aoooont in Incland and waa dravn on by tho oolonlat 

to noot hia obligationa^ vhathor in Ingland or in tha ooloniaa* 

For ordinary trading purpoaaa tha Ingliah aorohant kapt an agant or 

"faotor^ in tho oolonioa. Tha faotor waa auppliod with aorohandiae Miioh 

ho plaood on tho narkot in hia ovn nana or in tho naiaa of hia a^plpyar^ in 

oithor oaaa aoting aa tha agant of tha Bngiith narohant* At tiaoa irtion tho 

warohant waa in nood of oobo roproaontatiTa to aot with powor of attomoy in 

tho oolonioa, tho faotor waa on hand to aot in auoh oapaoity* Tho lottor- 

book of Robort Cartar of Tirginia liata a numbor of f aotora to bo found at 

21 
Aloxandria» Potonao RiTor, in 1776 • imong thorn worot 



"ifcCawloy & Mayaa, iaport Sritiah gooda^ whioh thoy /aallj 

hy wholoaalo 
Ibr* lilaott, aollor of Britiah gooda, who buya tobaooo 
Brovn and Finlay: thoy iaport gooda for IhiladolphiOj 

and purohaao tobaooo and irtiaat." 

Thoro woro two typoa of f aotora: ono a aoloniat roaiding pamanontly 

in tho oolonioa and aoting for tho aorohant; tha othor a apooial agant aant 

22 

oror by tha aorohant. Tho foraor roooiTod a ooaaiaaion^ atatod to bo ton 

por oont«» on all aaloa and rotnma. Tho lattar wora aant oror apaoially 
froB England and naually aottlod in tho oountxy for a poriod of yoara. Thay 
workod for wagaa aooording to thoir agraoaonb with thoir ooplpyar. Thia lattor 
typo of faotor oat 19 ahopa or houaaa, oallod "atoroa«" whoro thoy diaplayod 
tho Borohandiao aant oror to thoa frea Bngland and irtiioh thoy aold to oolonial 
buyora in axohaoga for tobaooo* Tho aorohandiao waa froqnontly aold on tiao» 
payaont boing roooirod whan tho tobaooo orop waa raady for aalo and ahipai»Bt« 
Bof oro a atoro waa oponod in thia way for rotail trado^ it waa found prof itablo 



(19) Gould, pp. 99-40. 

(20) Sohloaing^r, p. 56. 

(21) Williaa and Mary Collogo Quartorly, ZI (1902-1903), p. 245. 

(22) Ibid. , XIT, p. 87. 
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6 
to hare It well prarld#d with all •ort« of oommodities; the greater rariety 
the better, *f or irtiererer planters find they oan be beat auited and aerred, 
thither they ooanonly reaort, and there diapoae of their tobaooo." It waa 
eatiaated at one tiM that three-f oartha of all the tobaeoo brought into Sag* 
land vaa iaiported by prirate «»rohanta or oonpaniea reaidiog in Britain and 

purohaaed in exohange for luropean and India gooda ojq^orted. The other fourth 

24 
vaa aaid to be oonaigned and aent orer to England by the plantera themaelrea* 

That the eonaignatnt boaineaa may hare been at tinea relatirely aaaller than 

the boaineaa done by direot purohaae, ia indioated by atatementa in lettera 

written at the tiae. Cde oolonial agent adviaed hia aerohant that the oonaign- 

sent buaineaa waa not worth notioingi alao that he believed it would be oheaper 

and better to buy with money rather than with gooda, ainoe "it requirea triple 

the Talue in gooda to buy the quantity of tobaeoo wanted* and "the debta eon- 

traoted are often at beat but dubioua and are not paid within a year of the 

tiM they ought to be • « • •*** 

Theae *8tore debta* thua oontraoted were frequently a eouroe of embar- 

raaanint to the oMrohanta in England • At other timea they paaaed aa a kind 

of aaaet« A letter written in 1752 referring to the finanoial diffioultiea 

of an Ingliah firm of merohante expreaaed the belief that their affaire might 

turn out mudh better than expeoted provided that there waa 620,000 in Virginia 

26 
and that the debta due their atorea did not fall ahort of esqpeotationa. 

The faotor at timea aoted for hia Ingliah merohant in the oapaoity of 

a banker • The plantera were large borroaera, and the faotor frequently 



(29) Williea and Mary College Quarterly, ZI7, p. 67. 

(24) Ibid*, p. 87. Thia eatimate ia probably inaoourate. In Maryland, at 

^eaat, the direot purohaaea made by Engliah merohanta in 1689-1715 
were exoeeded by the oonaignment buaineaa. See Margaret 8. Morriaa, 
"Colonial Trade of Maryland, 1689-1715," in Jotoa Eopkina Unireraity 
8tudiea in Hiatorioal and Politioal 8eienoe. "!BgII (1914)> lo. 3> v. 88 • 

(25) Williea and Mary College Quarterly, XI, pp. 156-157. 

(26) Ibid ., p. 237. 
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loaned moMy oa landa aal slares or took a aortgige on the planter 'a next 
orop*^^ Thia eaay qrstem of finaAolng played an effeotlre part in ereatlng 
the indebtedneaa under whloh the plantera aa a olaaa auf fared. Oh the other 
handy Irreaponalble factora ocoaalonally got theaaelTea into debt to the oolo- 
nlata on the atrength of their atocka of nerofaandiae. When inaolrenoy or 
baidcmptoy ena«edy the oolonial oreditora frequently were deprired of the aeana 
of reeorery on the ground that the faetor'a gooda belonged to hia nerchant in 
Bnglaal and vera not aubjeot to aeisure for the aatiafaotion of hia debta. In 
1705 Virginia paaaed a law providing, "That all gooda^ warea, and aarehandiaea 
ii(>orted into thia oolony Iry any peraon whether aa f aotor or otherviae ahall be 
held • • • to be the proper eatate of the poaaeaaor, and» aooordingly, ahall be 
ohargeable for all debta Toy him oontraoted •'''''' 

The ooKieroial tranaaotiona between the ooloniata and the Bngliah aar- 
ehanta oentered in London and the outporta* Of the nerehanta dealing with 
the ooloniea^ thoae in London were the aoat isportant and the moat aotiTO. 
9y 1727 they had f omed an organisation irtiioh waa atrong enough to draw atten- 
tion to aoM of ita aota, among them the agreement not to aell tobaooo at leaa 
than a oertain prioe* In 1728 a letter aigned by the Proprietor of Maryland 
and "63 other gentlemen" waa aent to the ohairman of the London Itorohanta. The 
paper ezpreaaed approval of the oonbination of the merohanta and threatened 
any one who broke the agreement with loaa of the patronage of the Maryland 
plantera .^ The aaaooiation prored unable to keep the prioe of tobaooo up, 
but olaimed thia failure waa due to the large quantity of tobaooo aent orer 

(27) William A* Sohaper, "Seetionaliam and lepra aent ati on in South Carolina," 

in imerioan Hiatorioal Aaaooiation Annual Heporta , 1900, toI. I, 
pp« 297-298. 

(28) gtatutea at Large of Virginia, ed» by William W* Honing (13 Tola., Bioh- 

moni, Riiladelphia, Hew York, 1819-1823), III, P« 581. 

(29) Siouaaat, imerioan Hiat. Aaaoo. Annual Reporta, 1905, I, p. 77. 

(SO) St. George L. Siouaaat, "Eeononioa and Politioa in Maryland, 1720-1750," 

in Johna Hopkina Uniweraity Studiea in Hiatorioal and Politioal Soienee, 
XXI (1903), loa. 6 and 7, pp. 80-Sl. 
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front the eolonles. In a letter of 1728 the nerohenta offered edrloe and 
ei^geatlone to the planters as to the quantity «id quality of tobaeoo to be 
raised* In addition to their atteapt to regulate the prioe of the tohaooo, 
the London itterohants endearored to drav trade to thenaelTea as against the 
Otttports • In 1728 they wrote to the Maryland planters that their share of 
Maryland tobaeoo had f onnerly been greater than it then was; that this affeeted 
their oontrol of the narket; and that the outports^ espeoially Olasoow^ were 
reoeiring nearly one-half of all the tobaeoo that oasoe to Great Britain* They 
aooused the nerohants of Olasocv of haring sons unknosn advantages in the 
oustr- *^ 



A natural f raaework for a oredit system between the English nerohants 
and their oolonial debtors was set up by the unfavorable balanee of trade and 
by the extensire business relations between Suglish aerohant and oolonial nor- 
ehant and planter* iny stimulus needed to giro this oredit qr^tem a tight 
hold on the eolonies was furnished in the extension of oredit by the Suglish 
m»rohants and in the willingness of the oolonial aerohant or planter to use 
suoh oredit as long as it was arailable* The system of earrying open aooounts 
in England prorided aople teaq;>tation to orerdraw^ and tended to make the planter 
a perennial debtor* 

The oredit granted was a boon to the eolonists and enooursged a oonsider- 
able amount of orerbuying* The British merohant usually granted from nine to 
twelre months* oredit, after whieh period fire per eent* interest was eharged* 
The oolonists, hcverery osme often to look upon liberal oredits as a right, and 
were oareless in allowing their balanoes to aooumulate and to run oonsiderably 
orertime* When a dheok was oalled upon suoh praetioes, the eolonist frequently 



(81) Sioussat, Johns Hopkins Uhir* Studies, XXI, p* 81* 

(32) Ibid *, p* 31. 

(88) Andrews, p* 185; Conmieroe of R* I*, pp* 110, 282* 
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took offense* Suoh eituatlone produoed tmpleaeantneee; the Englieh nerohaat 
oould not get hie aoney^ end the oolonlal debtor thought hlneelf abused by ^ie 
Insistent oredltor. Ohe «»rohant wrote to his oustomer In Bhode Island In 
1762» *• • • vhen you oonslder the Goods sent you vas oharg'd at 12 Months 
Creditt, vhloh is nov upwards of 9 years standings • • • you oannot blsae ne 
for asking for the Ballanoe; for [l] had muoh rather be paid at the time agreed 
on than have any interest to oharge, whioh is no sort of satisfaotion to us at 
this ti]iie» when we oan make muoh greater adrantsge of it out of trade .^^ 
inother «»rohant wrote in 1768^ "• • • ay money is ay fortune and at my time of 
life ought to be oiroulating for inqprorenent end not to be looked up in Tirginia 
at E^C*" The Bnglish merohants were desirous of attraotiog trade by offering 
credit prlTlleges, but they came to learn that fire per eent« interest did not 
always cooipensate for the uncertainty of payment and the sometimes prolonged 
^freezing" of their assets. 

The note of formality and prudence sometimes found in early correspondence 
between the colonists and their English merchants usually gave way in the course 
of erents to a more cordial tone. William Fitshugh had written to an Snglish 
merchant in 1661 » "Tou are much a stranger to me but I much more to you; there- 
fore [l] dare not make an overture of /your] paying more money than you have 

effects^ nor of sending me any /goodsj without I had of mine own with you to 

tt36 
pay the things." After a period of continued business relationship, this 

feeling of strangeness was replaced Toy one of co-operation. A Bristol mer- 
chant wrote his customer in 1765, "l for my part am ready and willing to pro- 
mote any of your Schemes, as far as it can be done by giving you the most 
extensive Credit for Goods you can desire.*" 

(34^ Commerce of R. I., I, p. 93. 

(35) Calendar of Tirginla State Papers , ed. by William P. Palmer (11 vols., 

Richmond, 1875-1893), I, pp. 259-260 . 

(36) Virginia Hag. of Hist., I, p. 33. 

(37) Commerce of R. I., I, pp. 125-126. ^ t 
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12 
The practioe of koeping open aecounts la Bngland vherebj any undrnm 

balance was left an dapoait vlth the Sngllah aarohanb vaa oaleulatad to aneour- 

38 
ago trading and usually raaultad In chronlo orarbuying. Indabtadneaa of 

thia aort vaa actually ancouragad ty many Brltiah aarchanta ao aa to aaaura 

continued patronage. It gave them the right to esqpect that the debtor vould 

continue to do huaineaa with hia creditor in order to diacharge the indebted- 

neaa* The coloniata^ hovarer^ were aware of acme of the diaadrantagea of thia 

ayatam. Oor« OalTert of Maryland wrote in 1729, "When our tobacco • • • ia 

add at home, iriiaterer ia the product of it returna not to ua in money, but ia 

either conTcrted into apparell, toola, or other conreniencea of life, or elae 

59 
renaina there, aa it were dead to ua» 

One purpoae in preriding open accounta in Bngland waa to encourage 

drawinga on them, and the coloniata were not alov to take adrantaga of the 

cooTenienoe* The Britiah marchanta did their part in encouraging the practice. 

The London firm of Rowland k Saanel Frya wrote to a colonial cuatomer in 1789, 

"if there be any of your billa in torn unpaid we ahall take care to diacharge 

them all, for, aa we proniaed, we are atill ready to aupply you with two or 

■40 
three hundred pounda when it may be of aerrice • • • •" Such offer a were 

common* The colonial merchant or planter waa invited to pay hia miacellaneoua 

billa in Bngland by drawing on hia merchant. If the account waa already orer- 

drawn, the Bngliah merchant waa willing, within reaaonable limita, to accept 

the draft and charge the amount to the debit of hia cuatomer. 

The willingneaa of the Bngliah merchant to accommodate hia cuatomer in 

thia faahion led him aometimea to accept drafta which might well be forgeriea. 

The ooloniat frequently failed to notify hia merchant that he had drawn a draft. 



(98) Bipley, p. 122. 

(99) ()uoted by Siouaaat, Johna Hopkina Univ. Btudiea, p. 95. 
(40) Conmerce of R. I., I., p. 40. 
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19 
and the Mr^ant was left to rlak aoeepting a apurloaa bill of exohaage or 
offending hla ouatomor by not aeetlng the draft when preaentod« Rcvland 
Frye^ a London Mrohaat^ wrote in 17 51^ "Pray be ao good aa to adriae me 
irtien you draw any bille • • • f or at preaent I only believe they are of your 
Brewing by the hand writing ."^^ It waa neoeaaary for thia merohant to sake 
aereral reqaeata of like nature before hie ooniplaoent ouatomer heeded the aug- 

geation* 

It ia olear that auoh a qretem of oredita waa likely to draw the eolo- 
niet into aaeuming heavy debta, danger oua to both himaelf and hia oreditor. 
lilliam Bererley of Virginia wrote to hia merchanta in 17S7» ^'I waa in hopea 
that I night not hare been ooiq[>elled to have given you the trouble to hare 
paid any thing for ae before ay tobaooo waa aold nor yet to hare aent me any 
gooda^ but I mtet with ao many diaappointmenta that I muat entreat you to pay 

Mr* Benj. How the aum of ninety-eight pounda aterlingi being for aundry gooda 

42 
he haa aent i^, and to aend me the gooda mentioned in the inoloaed inroioe. 

With a mingled note of regret and defianoe he added, "• • • if thro* neoeaaity 

I ahould be foroed to draw on you I hope you will not proteat ay bille; but I 

do aaaure you I have no deaign to draw on you and I hope I ahan*t be obliged 

to do it for I dont love to pay intereat if it o an be avoided." Ihen the 

balanee on the debit aide of the ooloniat'a acoount had reaehed a generoua 

figure, euoh requeata aa the foregoing were of neoeaaity refuaed. Gde Kng- 

liah firm wrote their ouatemer in 1738, "We have • • • aent your aeoount our- 

rent, balanee due to ua being b612t4:ll. After you hare reeeived thie aooount, 

we believe you will not be aurpriaed that we have not paid the billa you drew 

m44 

cm ua lately to the value of &450." The ouatomer in thia inatanoe aeema to 

(41) Conmeroe of R» I«, I^ pp. 9-10, 18. 

(42) Williem and liary College Quarterly, III, p. 224. 
(48) Ibid ., p. 224. 

(44) CoBoeree of R* I., I, pp. 88-34. 
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have taken offenoe at the refusal of hie ner chant e, and reoeived a letter 

reading, *We vere in ezpeotation you would not hare taken it aadae that we 

a 
did not pay ell your Drafts on us» as they amounted to so eonsiderable sum; 



s« 



but would have thought yourself obliged to us for adrancing you b612:14;ll* 

Where the colonial aerohant or planter was hearily in debt to his Eng- 
lish Merchant, the latter was usually at a disadvantage and frequently was 
driven to the point of asking urgent entreaties for settlement. A Bristol 
aerohant wrote to his debtor in Prov^idence in 1765, *• • • the rast Debts due 
to ae froB ay iaerican Correspondents are so distressing, end lay so heavey 
upon »», that I aust beg you will be tender with as in drswing; don*t orer rate 
your Ships and Goods." A few aonths later he sent his debtor a stateaent, 

*• • • I have just • • • drsnm out a Sketch of your Account Current, Ballance 

47 
irtiereof in ay favour being &10,764:8:4 Stg* • • •" The account remained 

unsettled* In 1768 the aerohant reproached his debtor in the following fash- 
ion, "• • • the Cause you certainly are. Sir, of asking me a aost wretched liui, 
by living in perpetual fear that the Patience of ay Creditors will be exhausted 
and my Affairs brought to a Crisis • . * •** 9y 1769 the account had been 
reduced scoe two thousand pounds, but the Xnglish aerohant was still exhorting 
his delinquent custoner* "That you pay ae but 6 per Cent Interest and that I 
could, if I had ay aoney out of your lands, have aade ever since it hath been 
in, 10 to 15 per Cent of it, is irtiat I do not harp upon; I could and would 
silently put up with such a Loss, tho* I esteem it acre than b600 or &600 a 
year; but I cannot bear the barbarous Treatment I dayly aeet from the Psople 
I owe Koney, without conplaining to you, unavailable as ay Complaints have 



(45) Conmeroe of R« I», I, p« 59. 

(46) Ibid. , p. 119. 

(47) Ibid. , P. 165. 

(48) Ibid., p. 245. 
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15 
hitharto prored.''^ 

These open aeooimte serred net only to etivolate orerbaying and orerdrav- 
ins, Imt aleo to fumieh eapital to the oolonial planters^ there being no aooumu- 
latlcn of oapltal In the oolonlea to be loaned out* The planters eontinually 

operated on borrowed oi{)ltal^ the Inreatmenta being handled by the English aer- 

BO 
ohants througih aooounts* In this vay the planters were often reduoed to a 

state of eoonoBdo bondage » their or ops being mortgaged before they were even 

planted* Liens were taken on lands and negroes^ as well as on orops* South 

52 
Carolina planters inrested large sums of money in the purohase of slares. 

Oor# Olenn of South Carolina oited the ease of one planter irtio bought twenty-fire 

slawes at a high rate and made all they oost him in one year from the orops they 

produoed*^' The Ooremor enoouraged this system of finanoing the planter* He 

argued that a reduotion of the interest rate would derelop the planting industry, 

^oreating opportunities for the inrestment of more oapital and making the trade 

54 
with England muoh more eztensiTO and profitable*" 

Suoh a system had its evils as well as its advantages* There was the 

temptation to borrov too extensively* The msrohant obtained lions on almost 

everything the planter raised and oame to "praotioally diotate the aoreage and 

kind of orop to be planted." Jefferson referred to the debts of the planters 

(49) Comoeroe of R* I*, I, p* 59* 

(60) Sohaper, pp* 297-296* 

(61) Ibid*, pp. 297-298* 

(52) In 1748 the legislature of South Carolina passed aots reducing the rate 

of interest from 109( to C^» The statute books of the various oolonies 
shov that eonsiderable attention was paid to interest rates* The colo- 
nies were naturally desirous of keeping down the rate in order that the 
burden of carrying loans for improvements might be made easier for the 
inhabitants* The Board of Trade, on the other hand, looked with dis- 
favor on acts for lowering the rate of interest, fearing that a lew re- 
turn would discourage the investment of capital and retard the economic 
development of the colony* See Elmer B* Russell, "The Review of imerican 
Colonial Legislation," in Columbia University Studies in History, Econom- 
ies ami Public Law , LH? (1915), lo* 2, p* 195. 

(68) Sohaper, pp* 287-288* 

(54) Ibid*, pp* 287-288* 
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as harlng "become hereditary from father to eon for aany generaticms so that 
the planters were a species of property annexed to certain mercantile houses 

in London* 

The classic exaople of planter indebtedness is the second Col* William 
Qyrd of Tirginia. His indebtedness was incurred in the ptirchase of lands 

while he was still a young man^ and it was probably not until some thirty years 

66 
later that his debts were fully discharged* In the meantime he suffered 

noaoh inconrenience and was obliged to listen to the insistent and at times 

ax^ry demands of his creditors for orer a quarter of a century* Ifost of his 

dealings were with the London firm of Ferry and Lane* He was continually at 

odds with his creditors^ and did not hesitate to make his complaints rigorous 

and public* He asserted that his accounts were carelessly made out and that 

they were delayed in being sent to him* The goods sent him were frequently of 

inferior quality » and the prices charged were exorbitant; and his am tobacco 

B7 
was sold at low prioes and unexpected charges were added for handling it* 

In shorty he was at the mercy of his creditors^ and it is possible that they 

were not arerse to using their adrantage against their obstreperous debtor* 

In 17S6 9yrd wrote (probably to Bsrry)^ "Tou hare * * * no need to threaten or 

be aqgry^ which can do you no serrice^ because you will hare your money sooner 

58 
by fair means than by foul# and I fancy more of it* In the same year he 

wrote to a friend in England^ "I am selling off land and negroes to stay the 

/'stoJmaoh of that hungry magistrate ^derman Perrjr] * I had much rather 

incommode myself a little than continue in the gripe of that usurer*" 



(56) Jefferson^ Writings^ IV, 155* 

(56) The Writings of wllliam ^yrd, ed* by John Spencer Bassett (Hew York, 1901), 

p* Xlii; see also Bassett, imer* Hist* Assoc* innual Reports, p* 575* 

(57) ?yrd. Writings, p. xxxv* 

(56) Virginia Mag* of Hist*, IX (1902*1903), p* 126* 
(69) Ibid*, p* 124* 
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17 
Col. 9yrd'8 ajqperlenoe adght well bare sarred aa a vaming to any 

planter vho oarad to profit by it. Tha indabtadnaaa vhioh eould ao aaaily 

be aequirad by the planter ineritably gare the Sngliah merchant a hold on hia 

euatener vhioh he frequently did not fail to uae. The aagaeiooa planter vfao 



aroided aarioua indebtedneaa got along well with hia nerehant and frequently 

60 
dealt with hiB on terma of intimacy. In auch caaea the planter held the 

adrantage and oocaaionally aaaerted it in terma of apirited independence. 

William Pitshugh in 1689 had written to a London merchant^ "... You aend 

me no account current and charge me rery high for receiring money and therein 

proadae that my money ahall be laid out according to order • • • • Youraelf 

waa then willing to pay it ^the moneyj but withall nothing that I aent for nor 

no proriaicn therein^ perhapa eateeming that I had been extraragant in aending 

for thoae thinga^ and you Iqr your great judgment would moderate by forbearing 

to aend • • • • I muat acknowledge my employ amall and inoonaiderable to a 

Gentleman in your method and circumatancea; therefore if you are willing to 

decline 9 pleaae to aignifie the aame^ for aa long aa I keep clear of debt I 

reckon to hare a due obaenrance of ordera aa if I waa the greateat merchant 

But once firmly in the graap of the merchanta^ the planter waa aubjected to 

aarere treatment and to extortionate pricea which were often double thoae 

62 
charged at lew Tork or Philadelphia. William ^yrd aaaerted that F^rry 

gare him twenty^fire per cent, leaa for hia tobacco than other a gare^ and 

65 
stopped aending it to him. 

The colonial debtora^ more eapecially the plantera^ were undoubtedly 

frequently giTon to needleaa extraraganoe in ordering gooda from their merehanta. 



(60) Baaaett^ imer. Hiat. Aaaoo. imual Reporta^ p. 569. 

(61) Tirginia Itag. of Hiat.^ II (1894-1895), p. S73. 

(62) John Bach Iblfaater, Hiat cry of the Baople of the tfaited Statea .(8 Tola., 

lew York, 1884-191S), I, p. 273. Quoted in Bipley, p. 122. 
(65) Byrd, Writinga, pp. IxxxiT-lxxxr.. 
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It vas in the nattira of open aocounts to enoourago suoh oxtraTAganoa^ aa tha 
orardraira aooounta olaarly taatify* Moraorar^ tha plantar^ not knowing tha 
axaot prloa his tobaooo vould bring in tha Sngliah markat^ vaa likaly to mw'- 
aatiaata his profits. in English aarchant as^rassad hiasalf on this aattar 
bj saying that "altho short orops aay ba a plaa for inability to psy» gantlaman 
thara fvirginiaj^ in ganaral orar ralua thair inoomas and lira up to thair sup* 
positions without providing against oalsadtias^ aooidants, ato.** Tha pra-- 
sabla to a Massaohusatts law of 1718 raf arrad to tha long oradits giran by aar- 
ohants as baring baan found by sad axparianoa "to oeoasion in a graat aaasura 
tha axtraraganoa and axoassira oonsuiqiticn of unnaoassary ooonoditias • • • •" 



A Virginian^ writing in 1754^ oomplainad of tha disappaaranoa of gold and silrar 
that had baan ourrant In tha ooloay^ and faarad that it was a just punishaant 
vt>on than for thair "axtrarsganoy^ prida and prodigality." 

Tha indabtadnass whioh axistad batwaan tha oolonias and Oraat Britain as 
a rasult of tha unf arorabla balanoa of trada and as part of tha finsnoial and 
oradit systaa dasoribad^ touohad aithar and of tha oonnaroial systam of tha day. 
In tha oolonias tha f anvrs baosaa indabtad to tha storakaapars; thanoa tha 

dabts passad on to tha oity aarohsnts or to tha larga plantars^ who^ in tum» 

67 
baoama indabtad to tha aarohants in England. Tha ourrant of indabtadnass 

was always toward Oraat Britain* Jaffarson astimatad that Virginians dabt 

to Oraat Britain was at laast two adllion poands at tha olosa of tha Barolu- 

timi; tha Msrohants of London in a patition prasantad to Bftrliaaant in 1775^ 

astiaatad that two aillion pounds wara dua tha London aarohants alona froa tha 



(64) Calandar of Va* Stata Papars^ I^ p. 260. 

(65) Acts and Rasolras of tha Rrorinoa of MassaohuBatts Bay (5 toIs.^ Boston^ 

1869-1866), II, p. 106. 

(66) Williaa and Mary Oollaga Quartarly, ZI, p. 241. 

(67) Andraws, p. 185. 

(68) Jaffarson, Writings, I?, p. 155. 
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oolonias; vhile the elalma of the British osrohants in the treaty of pe&oe 

. 70 
approxiaiAted four nillion pounds. 

The unsatisfaotory situation resulting from this state of indebtedness 

was at times aggrarated hy unaroidable oondltions and inoonrenienoes inoident 

to the times • Okie of these was the slowness of ooamunioation* Passage 

aeross the Atlantis was at best unoertain and^ moreorer^ was irregular and 

slow. lo regular mail senrioe was established until 1756^ letters and oonmn- 

71 
nieations being hsndled by the merohant ressels. This meant that letters 

were frequently lost and that long periods of time elapsed in the exohanges of 

ognmunioations* Bowland Vrye in London wrote to his oorrespondent in the 

oolonies in 1781, "I hope you hare reoeired your Aooount Current • • • and 

72 
shall obsenre to send it onoe a year*" 

The slowness with whioh these aooounts were reoeired was frecjuently 

made the subjeot of eomplaint* Tirginia planters protested that when they 

shipped their tobaooo to England they nerer reoeired return aooounts by the 

ship that oarried the tobaooo, but were generally obliged to wait twelre or 

75 
eighteen months longer. A seoond souroe of annoyanoe was the faot that it 

was both diffioult and iapraotioable to make effectiTe oonqplaint when the goods 

74 
reoeired were unsatisfaotory. The English merohant in most eases had aoted 

only as an agent; and the trouble neoessitated in shipping baok the unsatis-- 

faotory goods, the unoertainty that redress would be obtained, and the long 

delay in reoeiring another shipment, made the oolonist slow to imdertake to 

remedy any but the most rexatious mistakes. 



(69) Hansard, UTIll^ p. 169. 

(70) Figures quoted Iry Sdhlesinger^ p. 89. 

(71) OliTor M* Diokerson, imerioan Colonial Qoremment, 1696*1765 (Clerelaai, 

1912), p. 133. 

(72) Ceomeroe of R. I., I, p. 16. 

(73) William and liary College Quarterly, III, p. 224. 

(74) Bassett, Amer. Hist. Assoo. Annual Reports, p. 559. 
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A third 8 our 06 of annoyAnoa and irritation, vhioh, hoverer, was not 
unaToldabla, waa the oarelaaanaaa with irtiich aooounta vera aooetioaa kept 
on both aidaa, and the dalay on tha part of the Bngllah marohant in randar- 
Ing atatamanta* A Virginia aarohant vho aotad for an Sngliah firm took 

it upon hiaaalf to rabuka tha f im for naglaoting tha oonduot of thair bual- 

T6 
naaa with tha ooloniaa. Tha lattar availed nothing, and tvo montha later 

the natter vaa again brought to the attention of the firm. The oorreapondent 

atated plainly, "Toa hare ao affronted Col. Chiawall by yoar tilanoe that he 

aveara that he*ll ahip yon not another hhd* until he reoeirea hia aooount of 

77 
aalea and aooount current. Suggeationa and rebukea, hoaarer, paaaed in 

both direotiona* A London oerohant aent a reconmendatioii to hia colonial 

oorreapondent adriaing him "to keep a bock youraelf , debiting me with the 

tobaooo you conaign and giring me credit for any billa you may draw, or any 

78 
gooda which may be put to you— thia will be a good guide. 

Throughout the latter half of the period under rariew there waa a 

more or leaa uniform and oontinuoua complaint from the planter a orer the loa 

79 
prioea rec^red for their producta and the ohargea leried for handling them, 

t 
and orer exorbitant prioea frequently charged for gooda aent from England to 

the ooloniea. The marohanta in England contended that the low prioea were 

cauaed by the rariationa in the quantity and quality of the gooda aent orer 

fron the ooloniea. A Briatol marohant attempted an esqplanation of the 

aituatioQ in a letter to a cuatomer in Rhode laland: *The Harketa in England 



(76) Baaaett, imsr. Hlat. Aaaoc. Annual Reporta, p. 570. 

(76) lilliam and Mary College Quarterly, XI, p. 166. 

(77) Ibid ., p. 870. 

(78) Calendar of Va. State Fapera, I, pp. 289-260. 

(79) Siouaaat, imar. Hiat. Aaaoc. Annaal Reporta, p. 76. 

(80) The priee of tobacco would alao be affected by market conditiona in 

England and Europe. Ware naturally cut off marketa. 
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yoa must be oonTinoed from aiqporlanoe are rery fluotuatlog; In the oourse of 
a Months they often rise or fall 20 per Cent» vfalch erery ncm and then Inolinee 
■e to think it quite needless sending eren the Rrlces Current. It is impossi- 
ble to be inf orxMd vhat <)aantitys of Goods nay be expected^ so many are the 
Ports in Aaerioa from lAienoe they oome; frequently^ vhen ve think any artioles 

are likely to be searoe^ [there] drop in Cargoes from all Quarters ^ vfaen of 

•61 
oourse dovn goes the prioe again^ and so rice rersa." 

Lov priees were naturally of oonsiderable oonoem to the English mer- 

ohantSf sinoe the planters did not hesitate to transfer their business to that 

firm or port irtiioh yielded the best prioes. ▲ Bristol firm reoeired a letter 

from a Tirginia planter stating^ "I must oonfess the lov prioe I hare got for 

my tobaooo does not afford sks great eneouragement to try the port of Bristol 

ii82 
as a market for that oonnodity." 

It is possible that the responsibility for lov prioes must be shared 

by both English sksrohants and eolonial shippers. Most of the transportation 

faeilities were in the hands of the British merohants^ and it followed naturally 

that the preferenoe in shipping was giren to the regular oustomers of these mer-- 

83 
ohants. This left an unoertain amount^ and at times a ooiqplete shortage^ of 

shipping arailable for the smaller planters and merohants. At other times an 

effort would be made to provide ample shipping faeilities for allj and the 

quantities of goods vhioh were then shipped aoross to England were suffioient 

to flood the market and bring doen the prioe. The planters^ with a riew to 

keeping prioes up^ were at times known to be oareless about informing their 

84 
London sksrohants as to the sise of their orops. The merchants^ wishing to 



(81) Conmeroe of S. !•, 1, p. 128. 

(82) The Bland Papers ^ ed. by Charles Campbell (two rols. in one^ Pstersburg^ 

Va.j 1843h P* 33 • 

(83) ftrrd. Writings J p. xzxri. 

(84) Ibid., p. xxxTi. 
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croid sandiog orar more •hipping thAn was needed^ often failed to send vhat 

85 
vas actually necessary. 

In addition to lev prices^ the colonists suffered from Tarious charges 

made by the merchants in the course of handling the shipments. Ccnaissionsj 

86 
frel^t charges^ and Insurance rates vere frequently mentioned in eonplaints* 

9y 1750 some of the larger planters in South Carolina had found it ftdrantageous 

to hare factors of their can at the foreign markets in order to lessen these 

87 

extra charges. The oonmissions redelTcd hy the English merchants ccnmonly 

88 
amounted to one*eighth the net produce^ and since all the tobacco shipped 

from the colonies passed throu|^ England (tobacco being on the enumerated list)» 

the amount accruing to the merchants from thia aource was considerable. Gbe 

estimate placed the amount of coomissions reoelTod on Chesapeake tobacco at 

89 
about one hundred thouaand pounds yearly. 

Where a colonial shipper was hearily in debt to his English merchant^ 

he was quite likely to suffer from unreasonably high prices on goods shipped 

to him^ in addition to haring hia can tobacco or produce sold at low prices. 

William 3yrd complained repeatedly on this score. He sometimes tried a change 

90 
in agents^ but in the end he found himself confronted with the same problem. 

Tarious remedies may hare suggested themselTOs. A lorth Carolinian^ writing 

in 1745^ remarked that *the inhabitants do not boggle at the price ^ for if the 

merchant gets the better of them here they know how to be up with him in the 

payment." 



(85) Byrd^ Writings ^ pp. xxrri^xzrrii . 

(86) Schlesinger^ p. 35. A hogshead of tobacco in England about 1730 brought 

B21:10a. The duty waa figured at bl6^ the freight at h^, and the mer- 
chant's coanission at 15s •» learing a net profit of 15s. for the plan* 
tor. Quoted Ijy Morri ss, p. 87. 

(87) Schaper^ p. 298. 

(88) Sioussat^ imer. Hist. Assoc. Annual Reports^ p. 82. 

(89) An ippeal to the Justice and Interests of the People of Qt. Britain (4th ed., 

London^ 1776). Quoted by Channing^ 11^ p. 34. 

(90) Byrd» Writings » p. xxxr. 

(91) The Colonial Records of Eorth Carolina (10 toIs., Raleigh^ 1886-1890) rjJVpp. 754 
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Where the colonist was independent end free in choosing his English 
aerchents, he did not hesitate to make Tigorcus protest against unsatisfactory 
treatnent. ▲ Virginia planter vrote to Micajah Perry in 1742^ "Toars of the 
5rd of July last came not to my hand *till last Saturday night. The accounts 
of sales which vere inclosed in it are so intolerable and your treatment about 
the damage so bad that I will not sent any more home *till I see much better 
sales for the tobacco I have shipped you this year, for at this rate I shall 
make myself and family beggars by serring you* "* Five years earlier the 
sane man had written to the Perry firm, "• • • I doubt not but you will do me 
justice, and if my tobacco should sell well you may depend on baring those 

cr0ps erery year and perhaps more if it should prore more adyantageous hy the 

0S 
sales of those I now send you than selling in the country • • • . 

As an ineritable result of the credit system of the day, the relation 

between English merchant and colonial merchant and planter became one of 

creditor and debtor* This in itself was sufficient to strain parts of the 

imperial structure. The grierances which grew out of colonial legislation 

intended to regtdate or alleriate the situation added further strains. 



(92) William and Mary College Quarterly, III, p. 231. 

(93) Ibid., p. 224^ 
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Chapter Two 

coLoniL lumnTFrcT lb}islatioi aid credit SELAiias 

nth the eolonists oensistanbly in debt to the nerohante in Saglend^ 
any obataelea vfaioh iapeded the eolleotlon of dehta or jeopardised their 
aeeurity were awre to arouae the Sngllah nerohanta to the neoeaaity of pro- 
teotlag their intereata. Prom tine to tine the ooloniata paaaed lawa whieh^ 
iAtentioaally or wnintentionallyt operated to the diaadyaatage of their Bag- 
liah oreditora# The Bi^liah nerohasta aeon learned that the noat effeotiTO 
def enae againat thia aort of rear attaek waa Tigorooa proteat to the Board 
of Trade. The Boards alwaya aolioitona for the intereat of the nerohanta» 
did not heaitate to reooBBiend the diaallowanoo of lawa irtiioh oonflioted with 
the intereata of the nerohanta. 

Ihxring the later yaara of the oenbnry» eolonial bankruptoy lawa oana 
to be the aoaroe of aneh proteat and eonfliot. They aoaietiaea aeeaed to be 
paaaed with one eye on the eolonial erediter and the other en the Sngliah 
oreditor* Moat of the objeetiona to baakrvptoy legialation were oalled 
forth hy a general laxity in regard to aafeguarding the righta and intereata 
of Kac^*^ ereditorat and by oooaaional atteapta at wilful diaorininatien* 
The relatione between Eagliah oreditora and eolonial debtora thua oaae to be 
frequently atraiaed. The ooloniata paaaed lawa» only to hare them attaoked 
by the nerohanta and aubaequently diaallowad ^qpen reoooBiendation of the Board 
of Trade; and the nerohanta found their intereata repeatedly diaregarded by 
unfaTorable eolonial legialation. 

Barly bankm^toy lawa net with little oppoaition from England^ partly 
beoauae the finanoial intereata of the Bngliah nerohanta in the ooloniea had 
not yet reaehed a point where diaadrantageoua lawa would be at Tital oonoem 
to themt and partly beoauae there waa little to objeot to in them. A Haaaa- 
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ehus^tts Inr of 1692 for the distribution of InsolTont ostatos allovod six 
or tvelTO Booths (acoordlag to ths condition of the estats) for tho presen- 
tation of elalmst and provided for a pro rata dlTlslon aaoog the creditors # 

2 

The lair was dlsalloved on technical grovmdSf and repassed In 1696 • The nev 

act prorlded that slz, twelTe» or eighteen months^ tine should be alloved cre- 
ditors for the presentation of claims, and that debts idght be contested at 
conaon lav, notwithstanding the report of the coanlssl oners. There was no 
objection to snch laws. 

In 1699 the nerchsnts of Boston presented a petition to the Counoll 
of Massachusetts Spraying that prorlslon be nade In the nature of a Statute 
of Bankruptcy • • • for the inquiring after and distributing of the estates 
of Traders and dealers that shall pr ore insolTcnb** This action taken 1^ 
lecal creditors indicates a growing need for bsnknqstcy legislation. In 
1714 an act was passed which prorlded for petitioning insolTcnts into inrol- 
untary banknqptcy. It was undoubtedly Intended to meet local needs. With 
reference to foreign creditors, the act prowided that "a reasonable ti»i, not 
exceeding twelTC months* should be allcwed for the presentation of claims for 
Mebts contracted within the prorinoe." This last clause excluded from 
recorery any debts contracted in Sagland or in ether colonies and was obri- 
ously discriminatory. The act was to remain in force for only three years, 
a limitation which probably ssTcd it from disallowance. 

The colonists early acquired a bent for passing laws irtiich discriminated 
against Eoglish creditors in behalf of newly-arrlTcd debtors in the colonies. 
Such laws prorlded for exenption from arrest for prerious debts, or for free- 
dom from suits to recorer prerious debts. The motlTC in these laws was one 



(1) Mass. ▲• k R., I, p. 48. 

(2) Ibid., II, p. 252. 

(S) ^oted in Mass. £• ft R., I, p. 782. 
(4) Ibid., I, pp. 726-729. 
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of •elf-pr«Mrration» ▲ nflv eoloay vm dapMdant for its progress and 
thriftlMss xipoa a elass of lahabitants irtio ware free to establish them* 
selres seourely In their nev honii. Lawsuits for the reeorery of debts 
woold ruin sueh Inhabltsnts and retard the progress of the oolony. As 
early as 1848 Carolina passed a law suspending suits against debtors » ox- 
eept where the debts were shown to be related to resldenee In the oolooj. 
The aotlon was taken en the ground that "sueh suits and pleas should not be 
sdaltted until the oountry had reaohed a better maturity, and In order to 
antielpate the hasard of a great many sueh debtors being f oroed to desert 
the state." Tlrglnla followed In 1669 with an aet irtiioh provided that no 
debt should be pleadable against any inhabitant of the oolony exoept for 

6 

goods imported into the oolony. This provision is spprcocimatoly the ssme 
as that later iaoorporated into a liassaohusetts aet of 1714. inother aot 
passed by Tirginla about the year 1663 barred British oredltors from reeorery 
of debts unless the debtor had oarried orer to the oolony effeots equal to 
the Talue of his debts. In 1717, sons fifty years after the aot had been 

passed, representatlTOs at London merohants oosqplsined against it to the 

7 
Beard of Trade, and the aot was disallowed. This is an instsnoe of the 

seeming indifferenee of Saglish merehsnts to early eolonial aots. The full 

effeots of the oredit system established between the two oountries were not 

seen until later in the eentury 'riien the protests of the English merohants to 

prejudioial laws beoame Tigorous and insistent. 

There are numerous other instanoes of sets beiog passed to proteot the 

iam&ture oolony. A South Carolina aot of 1696 prohibited arrest for debts 



(5) lo. Car. C. R., II, p. 835. - "^The law passed by Horth Carolina dealing 

with debts oontraoted outside their own bounds ... tended to fill 
the prorinoe with the thriftless and dishonest. ..." John A. Doyle, 
Bnglish "Colonies in Amerioa (5 Tols., lew York, 1889-1907), Y, p. 108. 

(6) Vo. Car. C. S., II, p. 836. 

(7) Ibid. , II, pp. 279-280; Russell, p. 129. r^ i 
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oontraet^d before arrlTal vntil th« daMor had baan raaidant in tha oolony 
flTa yaara.^ Tha Inr vaa arltlelsad from both a oolonial and a Britiah 
point of Tiaw* It anablad ^oartain aril paraona from othar aoloniaa to 
lira in graat aplandor and influanoa an tha proparty of thair oraditora;* 
anl tha Baard of Trada latar aharaatariaad it aa ^rapugnant to tha aonaon 
lair of Bi«land aa it proraa axtramaly datrimantal to tha intaraat of Tour 

A 

Ibjaaty'a trading aabjaota# • • •* Thia aot, lika tha aarliar Tirginia 
aott vma latar diaaorarad to ba diaoriminatory and objaotionabla and vaa dia- 
allovad in 1794. ▲ aimilar lair paaaad in Oaorgia in 1757 proridad for axamp- 
tion from auit for aaran yaara but mada an axoaption in tha oaaa of dabta oaad 
to flraat Britain. Tha Baard took an iapartial atand, hcwarar^ and raoonnandad 
tha diaallovanoa of tha aot en tha ground that "tha aatabliahmasb of an aaylnm 
for tha protaotion of dabtora againat laafal oraditora appaarad • • # inoonaia- 
tant with tha prinoiplaa at juatiaa, aa wall aa of good polioy.* In 1707 
lorth Carolina paaaad an aot to anoouraga aattlamant whioh proridad for a 
fira-yaar axaaq»tion from aoit for dabt "axoapt in tha oaaa of obrioaa intant 
to dafraud» or irtiara thara ia indabtadnaaa to £tha] Xing** In that aama 
yaar Oor. Saymour of Maryland wrota to tha Lorda at Trada that ha "had aant 
a aloop to lorth Carolina to find out aboat tha law that had anoouragad many 

dabtora to f laa from Maryland to lorth Carolina, to tha graat datrimanb of 

12 
marohanta of England and tha honaat paopla of Maryland." Tha Baard raoonr 

■sndad tha diaalloiranoa of tha aot« 

Inatruotiona to oolonial goramora oama to oontain diraotiona for tha 

paaaing of aota wharaby Engliah oraditora might raoorar from thair bankrupta 

(8) iota of tha Priry Counoilt Colonial Bariaa (6 Tola«, laraford and London^ 

1908-1912) J 1720-1745/pp. 395-896; Saaaall, p. 129. 

(9) A« P. C.J Col. Bar. J 1720-1745» p. 396. 

(10) Ibid ., 1745-1766, p. 408. 

(11) lo. Car. C. S., I, p. 675. 

(12) Ibid., I, p. 665. 
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who had ••tatei in the eoloaies* Ocfr. Burrington of forth Carolina was 
inatroctad in 1730 Ho propose an act to bo passed in the Assenbly 'rtiereby 
the creditors of persons beoaniing bsnknipts in this kinedom England and 
having estates in lorth Carolina may be reliered and satisfied for the debts 
oving to them.*^' The instructions seem to haye been iqpplled vith varying 
success .^^ The nBrchants, neamrhile^ were coodng to realise the necessity 
of scrutinising colonial laws if their own interests were to be protected* 

In the absence of specific banknqrbcy legislation in the colonies, 
creditors sought satisfaction for their debts in the attachment of property 
and suit for recorery therefrom. Where there was no property to attach, or 
where attachment was inadequate « the conmon procedure was to lodge the debtor 
in jail* The attitude tovard imprisoned debtors came to be more tolerant as 
the years passed, but the Board nerertheless insisted that the consent of the 
creditors holding at least a major part in the claims was necessary for re- 
lease from imprisonment* Earlier instructions to goremors left little 
leeway for tolerance* Instructions to Got* Burrington in 1780 included a 
clause that "no person be discharged out of prison who stands comBitted for 
debt by any decree of Chancery or any legal proceedings of any Court of Record* 
Pour laws were passed by the FinnsylTsnia legislature in 1764 haring for their 
object the release of iaprisoned debtors because of "certain extenuating circum-* 
stances*" The Beard of Trade agreed "that it would be of the greatest incon- 
Tcnienee to credit if persons confined for debt could get released without 

their creditors* consent, by application to the legislature" and that such a 

17 
power ought not to be exercised* The laws were recommended for disallowance* 

(18) Vo* Car* C* H*, II, p* 118* 

(14) Bussell, p* 133* 

(15) Ibid*, p* 126* 

(16) Vo* Car* C* R*, III, p* 105* 

(17) ▲* P# C*, Col* 8er*, 1745-1766, p* 766. 
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As late at 1773» a Horth Carolina aet which provided for the relief of insol- 

18 
rent debtors with respeet to iaqprisonment was disallewed. 

At best the attachnent laws were a inake«-shift to meet situations that 

had to be aet in some wsy« A FsnnsylTania act of 1700 prov'iding for the 

attaohnent of property of foreigners for debts due residents of the prorinoe 

was disallowed because it prorided that no writs of attaohment should be 

19 
granted except against non-residents of the provlnoe. A siailar aot passed 

in 1706 was allowed to become a law without any action being taken on it. It 

was found to be unsatisfactory^ hesrerer^ since it was not applicable except 

20 
against persons who were non-residents. In 1723 another attaohment act was 

passed. This act prodded for the appointment of three auditors to adjust 
the demands not only of the plaintiffs but of all the other creditors of the 
defendant. The proceeds from the sale of the property were then to be distri- 
buted by the auditors pro rata among the creditors. 

Foreign creditors found the operation of attachment laws subject to 
delays, and, at times, to priority of colonial claims. The English firm of 

Buchanan and Hamilton had become inTolred in financial difficulties, and attach- 

22 
ments were made on their property in the colonies •^'' The sisters of Buchanan 

sued out writs of attachment along with the other creditors, and eiq^loyed a 

resident in the colonies to act for them. The agent, writing in 1757, stated 

that eight attachments had already been senred on the property and that he was 

mouoh afraid that the attachments of the sisters would answer no purpose, *it 

being generally beliered that all the attachments will be set aside, except 

those laid by the inhabitants of this colony, nor can the fate of them be knovn 

(18) Ic. Car. C. R., IX, p. 1079. 

(19) atatutes at Large of PannsylTania (17 vols., Harrisburg, 1896-1915), 

II, pp« 29, 492. 

(20) Ibid ., p. 233. 

(21) Ibid ., Ill, p. 343. 

(22) William and Mary College ^arterly, ZI, pp. 237-238. 
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for som tlxaa to oonOf at our Oonoral Court Is Tory slov In the dotorainatlon 
of ehanoery causes^ ovlag to the great nusiber of ealti that are always depend- 

ing« 

The need for adequate bankruptey legislation was seen farther in the 
almses attendsnt upon suoh insolrenoy measures as were passed* A Yirginia 
aot of 1726 states that ^l^y fraudulent derises and oonreyances debtors hare 
defrauded oredltors of their just debts** and deolares that *it is in the pover 
of heirs at lav to aroid the payaent of the just debts of their aneestors^ by 

sellings alieningt or making orer the lands^ teneasntsj and hereditsaents'* to 

24 
third parties before any prooess oan be issued against them. To remedy the 

situation it was enaoted that sn aot of Parliament of 1691 be deolared in f oroe 

25 
in the oolony« The aot in question was Icnovn as the Statute for Relief of 

Creditors against Fraudulent Demises and had been passed to oheok the f raudu- 

26 
lent disposal of property at the ejq>ense of ereditors. In FsnnsylTsnia a 

law providing that a debtor without estate mi^^t mske satisfaotion by serri- 

tude had been subjeoted to abuse for want of a olause eo^>elling the debtor 

27 
to render an aeoount of suoh estate as he had. It had been the praotioo 

to oonoeal the estate or to turn it orer in trust to a third party. An aot 

of 1780 prorided some remedy for the situation and made the future property 

28 
of the debtor liable for any debt due or exeoution taken. Further restrio- 

29 
tions were inoorporated into the aot the following year. 



(2S) William and Mary College Quarterly^ XI^ p. 238. 

(24) Eeningf IV» p. 164. 

(25) Ibid., p. 164. 

(26) Ibid. ^ 1, p. 537. The aot was also inoorporated into a later Tirginia 

aot passed in 1748. 

(27) Pa. Stats, at Large, IV, pp. 171*183. 

(28) Ibid., pp. 171-183. 

(29) Ibid., p. 215. 
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By 1757 the need for definite end edequate beiikniptoy legislation in 
Messaehueetts vae pleinly felt and an elaborate bankraptoy act of fifty-eight 
sections was passed*^ Oor« Peimall in his letter to the Board of Trade on 
the subjeett dbserred that the act had been oocMioned by "a considerable num- 
ber of debtors confining theaselres vithin their cm hoases for fear of their 
creditors end there spending the money that should here gone to the peyaent of 
their debts.* A farther ccBplaint-->one vhieh affeeted English creditors— vas 
that "some of the creditors attached such of the debtor's estate as could not 
be seereted, and satisfied themselTOS whilst others more remote or abroad did 
not get a farthing." Every reasonable precaution seems to hare been taken by 
the Ooremor to insure the legality of the act and its freedom from objeetion- 
able features* Six months before enactment the bill had been printed and 
sent to the trading tovns for remarks » and afterwards put into the hands of 
two legal advisers for opinions as to the of feet on creditor and debtor. The 
teens and legal adrisers declared the act "a salutary prorision for both cre- 
ditors and debtors." One of the questions put to the legal adrisers had in- 
quired "whether sufficient prorision {is] herein made for the effectual scour- 
ii^ to the creditors in England their just dues and rights?" The lawyers 
replied that the question was one of esqpediencyt not of law, but that they 
would answer it in the affirmatiTO. Th^ also assured the Gorernor that 
"no merchant traded to the colony or had money concerns in it who had not 
i^pointed an agent or attorney" to act for him in the colony. 

lerertheless, sereral of the principal English merchants, upon learning 
of the passage of the act, had requested of the Board of Trade that th^ be 
giren a hearing against the act.' The Board acceded to the request ^ and 
also inrited the agent of the colony to be present. Testimony was taken 



(80) Mass. A. & R., I?, pp. 29 ff ., 107 ff . 
(31) Ibid., pp. 29 ff ., 107 ff . 
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frctt both aldest the Boerd erldently being anioh iogpressed by "a natter 
iriiioh so greatly affeeted the Interests of the Berohants." On June 29» 1758, 
the Board reoonnended the disallovanoe of the aot on the ground that only 
approKlaately one^tenth of the oreditors resided in the colony, and that this 
one-tenth had it within their pover to secure the issuance of a benkruptoy 

eonaissien and get possession of a bankrupt's effects before the other nine- 

32 
tenths could be eren infonwd of suoh bankn^tcy. ^ These objections were 

considered sufficient cause for disallceranoe. 

The act aia paaaed, however, contained another feature to which the 
Board waa not uaually slow to object* The assignees were to be chosen ly 
the aajor part of the creditors on the bMis of the value of the debts prored 
at the tiint # The Beard almost inrariably insisted that decisions should be 
aade by the najor part of the creditors according to the ralue of the debts— 
not according to the number of creditors* But in this instance, ainoe the 
selection of the assignees came early in the proceedings, it was obrious that 
the Bnglish marohanta, who probably had not eren receiTod advice of the pro- 
ceedinga, could not have had their debta prored "'at the time'' and, oonaequently, 
would hare had no voice in the choice of Maigneea* 

lotice of the repeal was received in the colonies in 1759 and aerved 
autCBMitically to suspend the proceedings of the coondssions of bankruptcy* 
liaoh confuaion resulted, the coanissions being unable to either proceed or 

return to the status quo* In 1760 an aet was passed authorising the oomple- 

33 
tion of such coanissions as had been begun during the continuance of the act* 



(32) The act provided that dividends were to be made not earlier than four 

months and twenty-one daya nor later than twelve montha after aaaigneea 
had been choaen* 

(88) Haaa* A* & R*, IV, p* 448. 
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The next effort la Musachuaetts to f orsulate a ooofprehenalTe aot to 
eoror baakruptoy and inaolToncy prooeodiags vaa made in liaroht 1765^ irtien an 
aot waa paaaod eatitled, "in aot for prorontlac frand in debt or a » and for ae- 
eurinc the effeota of inaolTont debtor a for the benefit of their oreditora." 
It waa to be in foroe three yeara* Three aontha later an anendaent to the 
aot waa paaaed prorldlng that any oredltor who had already made attaohaent 
ahoold not ahare with the other oredltcra anleaa he dlaoontinned hla aalt. 

Ckfr« Bernard^ In eoanentli^ to the Board of Trade on the aaendaent, 

aald» "Thla la equity, aad will help to do juatloe to forelga oredltora, vho 

36 
atand no ohanoe In a general aoranble*'* In explanation o^ the purpoae of 

the aot, the Oorernor wrote: "About eight year a ago an aot of thla kind waia 

paaaed, but it waa diaalloved by the Klag np« exoeptlona ux^ged, aa It waa 

aald, by aoaa of the London nerohanta tradli^ here. It la a pity that the 

partleulara were not glTon. Aa It haa been of late, every Inaolreney haa 

afforded Inataneea of great partiality and injuatioe. The oomon aiethod haa 

been for the oredltora who get the earlleat adrioe of a peraon*a beooadag la- 

aolToat to one out attaohaenta agalnat the gooda and oredlt of the inaolrent 

and help hlaaelf to auoh part thereof aa he pleaaed. A general aoraable 

enaaoa; there la no regular audit of the aoeounta of the oredltora; the gooda 

are aold in a hurry at a low Talue; and great part of the effeota of the debtor 

37 
are apent in law prooeedlnga and oonteata between oontendlag attaohaeata." 

Ooreraor Bernard* a atatoaent la aubataatiated by letter a written la 

1765 by Jaaea Otla of Beaton. Writing to the aaalgneea of an Engliah flra 

in January, 1765, he obaerrea, "Tou reoovered judgaeat agalnat hla [the debtor)' 

at the Inferior Court in Ootober laat for the aua of 63268:15:0 aterlli^. 



(34) Maaa. A. k S., I?, p. 777. 

(35) Ibid., p. 804. 

(36) Ibid., p. 860. 

(37) Ibid. , pp. 793-794. ^ ^ 
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b^ing the condition of tho bond with intorerb* He hao appealed to the 
Superior Coort irtiioh setts the latter end of February; in the neantiae, 
having giren bail to your suit, he has shut himself up from his other ore- 

38 

ditors." In the same letter he refers to the state of affairs following 
the failure of a bankers ^dovs and orphans that are ruined oan only bevail 
their fate; the more resolute hare been pulling and hauling, attaching and 
summoning to secure themselTOs, but it wais too late to shut the stable door; 
he had made arer all his estate and effects to a brother* • • • This is among 
the misfortunes owing in a measure to our Bankrupt Act not being i^iprored at 
hoDi* It seems to me to be for the interest of the merchants on your side 
that their debtors here should not hare it in their power to secure a few 
relations and friends and exclude all others." 

That there wais urgent need for an adequate bankruptcy act was generally 
conceded, and the act of 1765 was meant to relieve the situation* As in the 
case of the act of 1757, care seems to hare been taken to assure the legality 

and acceptance cf the act* In this instance the act wais modelled after a 

S9 
liw Tork insolrency act lAiich had not been disallowed* 

There is no record of objections to the act on the part of the English 

government or msrchents* But in June, 1766, little more than a year after its 

40 
passage, the act was repealed* The preamble to the repealing act g%Te no 

explanation of the reasons for repeal except to state that the act had not 

answered "the good purposes therein designed*" Vigorous protests were made 

by the Lords of Trade to this action. They stated that the provisions of the 

act had seemed Just and necessary regulations to them, and that since the act 

was of only temporary duration they had "suffered it to lie l^ probationally. 



(38) ftoce edings of the Mas sachusetts Historical Society, vol* XLIII (1909- 

— mo)7p. 204. ^^^ ^ 

(99) Hass. A* k R., IT, p. 794. 
(40) Ibid., p. 883* 
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trasting that what the proriaot had for the prasent only adopted aa an experi- 
»9nt voald hare been found ao oonrenlent end adrantegeoos as sight hare indueed 
a future law by lAiioh a prorleioa in oaiaes of insolTonoy night haTO been aade 
• • • a pemanent part of the ocnstitutlon*" The Board further proteated 
againat the failure to nake explanation ae to the reaaon for repeal, end alao 
against the failure to insert a suspending olause. On these rarious grounda 
the Board reeonnended that the repealing aet be disalloved, and on July 24, 1767, 
the aot was foraally diaalloved Ij the Priry Counoil« 

The doremor, haring aigned both the bankruptoy aot of 1765 and the re- 
pealing aet of 1766, had plaoed hiinself in a difficult poaiticn. In explain- 
ing his aetion to the Beard, he stated that in answer to the eharge of the 
Assembly that the bill should be repealed beeause it had been ouoh abused by 
fraudulent debtors, he had urged that it be aaended rather than repealed. He 
added further that if it was to be repealed, it ought to be done at a distant 
date so that abaent oreditors, who then trusted the aot, night knov of the 
action to be taken* The Council, hoverer, were "unaninously of [the? opinion 
that the incoareniences arising fron the postponing the repeal, vhidh were cer- 
tain, greatly outweighed those apprehended from naking it instant, which were 
barely probable. • • •" ^ Whereupon the Ooremor passed the act. In his 
report to the Board, the Oorernor wrote: "• • • all acts of this kind are 
Tory subject to abuses. This had produced so many fraudulent insolTcnoies 
that people of all kinds were eaniest for hawing it repealed." 

The disallowance of the act by the Crown was generally aasumed to hare 
rerlTcd the act of 1765, and on February S, 1768, it once more went into 



(41) Mass. A. k £., IV, p. 88S. 

(42) Ibid ., p. 926. 
(48) Ibid., p. 926. 
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operation* The aot as passed in 1765 was to haTS remained in foroe until 
Ibrdh 12 J 1768 • Consequently the disalloiranoe of the repealing act serred 
to place the aot of 1765 in operation for only a little nore than a ttonth* 
Suits were oomBenoed in this short interisLf howerer^ and it was found necessary 

to pass an aot for oos^leting unfinished oases when the term of the aot ejqpired 

44 
on Muroh 12, 1768* 

The first elaborate insolrenoy law in Virginia was passed in lovember, 

1762* It would be interesting to knos just why the colony was able to get 

along for half a century or more without a conprehensiTS bankruptcy law, but 

in the absence of positire eridenee en this point, the following partial ex* 

plaxiation msy be rentured. InsolTcncy acts in the colonies were passed at 

the initiatiTO of resident creditors, eren though only cne-^tenth of the ore-- 

ditors were in the colony* Any effeetiTC part played lay the Snglish merchants 

was confined almost entirely to objections or amendments to the acts already 

passed* Virginia, being a plantation colony, was especially susceptible to 

the "open account" feature in the credit system of the day, and became a debtor 

colony*^' Hence it seems likely that the needs of the Virginia creditors, anl 

the pressure from English creditors, did not become insistent until the latter 

half of the century* The absence of local legislation on bankruptcy matters 

had left the Virginia debtors free from legal action tsken by English creditors, 

sinoo English acts were not applicable in the colonies unless specifically ex-- 

tended thereto by Parliament* The Parliament act of 1732 was the only English 

act which could be effectirely employed bjr English creditors, and this must needs 

47 
be done in the face of a local and probably partial court* 

(44) Mass* A* & R*, V, pp* 96-37* 

(45) The tendency seemed to be to look after the interests of foreign creditors 

only incidentally, or perhaps secondarily • 

(46) Large plantation owners frequently had credit relations with the smaller 

planters, but the number of such creditors was cooqparatiTely small* 

(47) See below, p. 67* 
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Th0 Virginia act of 1762 wa« entitled, "in act for relief of inaolrent 
debtors, for the effectual diecorery end mere equal distribution of their 
•atatee."*® Its prorieione, which are giren belcwr in connection with the 
objections advanced Xry the bglish nerchants, bring out clearly the conflict 
in interests between the creditors in England and the debtors in the colonies. 
The act was nerer in force* It was scheduled to beccaw cperatire the first 
day of June, 1763, but in the Mantine it was repealed by the Asseinbly in the 

next sessicn,^^ and also receiTOd the royal disallowance bef ere adrioe of its 

60 
repeal bad been received ia England • 

The repealing act explsinod the repeal on the general ground that the 

act mig^t be injurious to the credit of the colony and of evil consequences 

to the trade* The repeal was more probably due to en urgent appeal of the 

Governor that the aet be repealed before it went into effect. The urgency 

of the appeal was due to requests from English merchsats through the Board of 

Trade for a ccnsideratien of means >y the Virginia issembly whereby better 

security might be provided for English debts. Evidently the act of 1762 did 

not, in the Governor's estimation, provide better security for the debts of 

the English merchants. Indeed, the Governor recoanended as one point to be 

considered in providii^ the protection of debts desired that the insolvency 

lav of 1762 be repealed. Ccnnenting upon this point, he stated that such a 

measure "must fully convince his Majesty, his ministers, and even the liarohants 

of Great Britain themselres, of your upri|^t intentions and your desire of doing 

justice to all mankind; for upon your reconsidering that law you will find that 

the advantages to the debtor and creditor arising from it are not mutual; and 



(48) Hening, VII, p. 649. 

(49) Ibid ., p. 643J Journal of the House of Borgesses of Virginia (13 vols- 

Slchmond, 1905-1915}, 1761-1765, p. IBlT 

(50) A. P. C, Col. 8er., 1745-1766, p. 563. 

(51) journal. House of Burgesses, 1761-1765, pp. 171-172. 



Digitized by 



Google 



Digitized by 



Google 



88 



that a debtor has It in his porer to aot with great partiality hy paying par-- 

tieular creditors before he is redaced to giro up the irhole for the satisf ao- 

•52 
tion of the others. 

The deoree of the Crovn disallowing the aot stated that it "appeared to 

be not oonfined to insolrents in prison^ bat extended to debtors in general 

B8 
• • • •" The implication here is that the aot did not provide for petition* 

ing debtors not in prison into inroluntary banlcruptoy. The Board admitted the 

act to be just and equitable in abstract principle; yet^ it added^ esqperience 

had shcfvn that such acts afforded opportunities for fraudulent practices even 

in England vhere most of the creditors were on the spot* "In a colony vhere 

it is ccnpnted that not abore a tenth part of its creditors reside, a Banlcrupt 

Lair had hitherto been deemed inadmissible on account of the injustice of its 

operation vith respect to the other nine-tenths of the creditors residing in 

Great Britain*" In other words, a banknptcy law was liable to objection 

and disallowance upon general principles. In this connection the Board took 

occasion to state that the insolTcncy act of 1757 passed in Massachusetts had 

been disallowed upon general grounds. 

The Boajrd had looked upon the act as affecting the property of British 

merchants, and had therefore invited the principal merchants of London trading 

to Yirginia to give their views on the act; the agent of the colony was 

included in the invitation. Merchants from Bristol also appeared before the 

Board, and memorials were sent in by merchants in Glasgow and Liverpool. The 

56 
merchants advanced the following objections to the act; 



(52) Journal, House of Burgesses, 1761-1765, pp. 171-172. 
(58) A* P. C, Col. 8er., 1745-1766, p. 563. 

(54) Ibid ., p. 563. 

(55) lH7., pp. 568-564. 

(56) Ibid., pp. 564-565. 
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1. Th» in»olT»nt del»tor had powr to clear hlMelf Iqr a Toliwtary 
•urrender of all hi» affect*, which the ereditora were obl||^ed to accept; 
hut they had no aeaaa of oonqMlllng hin to aueh aurrender. 

2. Within ninety day* after aurrender, the oreditora reaident in 
Virginia were, hy majority of number (without regard to ralua aa the 
English law requirea) to choose two assi^iees from among themselres, 
in Which choice the creditors residing in England could hare no share. 

3. These aaaignees were within three months to sell the debtor's 
effects hy auction, upon twelre montha* credit. The reeorery of the 
whole prodttoe of sueh sale waa thua rendered precarious. And the se- 
curity of that which waa receired waa endangered hy the went of any 
obligation on the aasignees to appoint a Treaaurer (as is the practice 
in England) or to plaee it in other aafe cuatody. 

4. Aasignees were to be allowed fire per cent, for their trouble, 
whioh was contrary to the practice in England and en unreaaonable ^^nu- 
tioo of the insolTont's effects, to the prejudice of his creditors. ^« 

5. Creditors in Great Britain might tranamit their elaima, duly 
prored, to their agents, whioh being produced at any time before the 
dlTidend waa made ahould be allowed. Bat as the act also deelared 
that the debtor might diaprore any demsnd and the aaaignees might aet 
respeetiTe debta againat each ether, and allcsr no more than appeared 
to be due on the balanee, the merchants i^yprehended that they were 
expoaed to Ihe poaaibility of great injuatiee by making them debtors 
for eonaignaints from Virginia whioh might nerer hare been reeeiTod, 
or for prieea irtiich the eonnoditiea, though reeeiTed, might nerer hare 
netted the plantera. 

6. The asaigneea might make a diTidend at the end of the twelTO 
mootha after aale of the debtor 'a eatate, but they were obliged to 
Mke a final diridend within eighteen months after their i^pointment, 
end from thenceforth the inaoWent waa free and elear, where^ the 
British creditor, if he ahould not hare timely notice of hia debtor 'a 
inaolrenoy, or if hia power of attorney ahould miaearry, might fre- 
quently loae hia whole debt. 

7. The act gare to the inaolTcnt an allowance oa dlTidenda without 
definite limitation,— an improper encouragement to run into debt. The 
Britiah statute limited the maount to 800 pounda. 



(57) In thia connection note that the Massachuaetts inadrency acts 

prorided for petitioning into inroluntary bankruptcy. 

(58) lote that the aaaignees would of necessity be colonial creditors. 
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The records of the Yirglnla CoBsalttee of Correspondenoe thror an inter* 
estii^ sidelight on the opinion held in the oolony with reference to the insol* 
Toney lair of 1762 before it was repealed in 1765. In a letter written in 

Ikireh^ 176S« to the agent of the colony in England, the Coonittee pointed oat 

60 
that the act of 1762 was an inprovement o^er an act passed in 1748 providing 

for the relief of certain creditors. The earlier law had prorided for the die* 
charge of a debtor prisoner after twenty days* confinement provided he delirered 
a schedule of his real and personal estate. The effects thus Toluntarily dis- 
closed by 'Uie debtor were nade subject to the payment of the debts due those 
creditors at whose suit the debtor had been imprisoned. This provision excluded 
from a share in the property all creditors who had not already brought suit, 
which meant that foreign creditors were especially liable to unfair restriction. 
Under the provisions of the act of 1762, hovever, "full time is giwen for all 
creditors to come in and the legislature have regarded the interest of the 
British as well as of the Yirginia creditor." The Cenoittee then went on to 
add« "You may perceire this is a step towards introducing the £lnglish| Statutes 
of bankruptcy amongst us. It appeared that the country was not ready to receive 
them in that extent they hare been carried to in our mother country. That 
punctuality which is required in the immense trade she is engaged in, the least 
failure in which constitutes a bankruptcy, cannot be eipeoted in an infant 
country where the rules and conveniences of trade are not well established. 
The Assembly therefore thought it not safe to venture any further at this time. 

English merchants frequently complained to the Board against the short 
periods of time allowed by colonial bankruptcy acts for the presentation of 
claims. The Board in one instance stated that "some months notice of distribu- 



(59) Virginia Mag. of ffiLst.^ XL, pp. 155-137. 

(60) Hening, 7, p. 531. 

(61) Here is e^qposed that naiwe recognition with lAiich a debtor ooamunity 

acknowledges its sins. 
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tlon and •ighteon montha to naka the dlatribution in would be fair to Brltlah 
oraditor a • "^^ Eiighteaa montha waa uaually the BaxlBaQ& extenalcn of tlnei the 
■inlnum ailght rary between aix aontha and aixty day a. A lorth Carolina aot of 

177S waa diaallcared beoauae it allowed only aixty daya for the preaentation of 

63 
claina and permitted no fiurther delay for abaent peraona. 

A Virginia General Court record of 1761 preaenba an intereating oaae of 

colonial oreditora objeoting to exactly the aaaie kind of diacrimination in the 

64 
proriaiona of the Engliah atatutea* A decree had been granted by the general 

Court of Virginia againat the aaaigneea of a London firm of merohanta with pro- 
perty in the coloniea* The aaaigneea in England appealed the caae to the Priry 
Council^ whereupon the Coeanittee of Correapondence in Virginia took the matter up 
with ita agent in London* The Coomiittee pointed out that the decree of the 
Court had been founded on an aot paaaed in 1744 which prorided for the recorery 
of debta due the ixihabitanta of the colony from peraona reaiding out of it. The 
act had recelTcd the rpyal confirmation which placed it beyond any future inter* 
ference from the Crown* "Thia ia a pointy" the Committee urged, "that you are 
to inaiat upon if it ahould be diaputed." The aaaigneea, according to the 
Committee, had contended that they were entitled to all the effecta which the 
firm poaaeaaed in Virginia, aa well aa thoae in Oreat Britain, to the excluaion 
of the righta of the coloniata. It waa at thia point that the coloniata meant 
to inaiat upon the legality of their act of 1744 1^ which theae effecta could be 
attached for the benefit of local oreditora. The unreaaonableneaa and injuatice 
of the contention of the aaaigneea ia apparent, wrote the Committee, aince "the 
time limited by the aaaigneea under a commiaaion of bankruptcy ^injEngland for 
the oreditora to make out their demanda ia ao abort aa render a it impoaaible for 



(62) Ruaaell, p. 128. 

(63) lUd., pp. 127-128. 

(64) Virginia Mag. of Hiat., ZI, pp. 18-20. 
(66) Haning, V, pp. 220-225. 
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UB to OQDM in under a oomission and raoeiTa any benefit froa it«" The 
Committee went on to proteat that "the eff eota vhioh the merohant of Oreat 
Britain hath here often giTos oredit to hie faotor or agents • • • and if the 
prinoipal happens to break the bills are protested; • • • if the assignees pre* 
Tail in this ease the rery effects here whioh the planter looked upon as a se- 
ourity for the psyaent of the bills are swept away by them* • • • Tou are to 

engage the best counsel you can to support and defend the force of this act 

•67 
• • • • 

The multiplicity of law suits at times created both distress and conoem 

smong the colonists* The Ooremor of Hew Jersey in 1769 receired a petition in 

irtiieh attention was called to "the deplorable state of this county and prorinoe 

in general^ arising^ as we apprehendt partly from the ezoessiTO scarcity of 

money and decay of trade; but chiefly from the multiplicity of law suits j mostly 

for debt*"^ The complaint was directed chiefly at "the greedy lawyers" and 

suggested that attorneys be "restrained froa bringing writs not warranted by 

laWf or gricTous to the subject." Maryland^ at an earlier date» had suffered 

froBi an opposite eril* In the debate orer the passage of sn act in 1714 the 

statement was made that Sngliah merchants had just cause for complaint on the 

grounds that for want of sufficient encouragement giren to colonial attorneys 

69 
they oottld not get capable men to prosecute their cases* The colony pro** 

ceeded to supply "encouragement" 1^ establishing regulations for lawyers* fees 

end proTiding that any lawyer refusing to take a suit for the stipulated fee 

or asking more, was to be fined fire hundred pounds of tobacco and be suspended 



(66) Virginia Mag* of Hist*, XL, pp* 18-20* 

(67) Ibid*, pp. 18-20. 

(68) 1^ Jersey irohires. First Series (30 toIs*, Newark, Patterson, Trenton, 

6omerTiile, lto6-1918), XX7I, pp. 529-631. 

(69) Bernard C. Steiner, "The Bestoraticn of the Arcprietary of Maryland and 

the Legislation against the Roman Catholics during the Ooremorship of 
Capt* John Hart, 1714-1720," in American Historical Association Annual 
Reports, 1899, toI. I, pp. 241-242* 
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froft praetie# for a yoar* "This bill was found to be of suoh utility that 

■•70 
it was suooessiTOly re-enaoted dovn to the RerolutioD*" 

The deoade 1760-1770 was a period of serere financial depression in the 
colonies .^^ This was the deoade of the Stamp Tax, the Sugar Aot, and the Ion- 
Ii|>ortation Igreenent* Trade was dull, money soaroe, and indebtedness wide- 
spread among farmers, oountry storekeepers, and city merchants* The petition 
presented to the Goremor of lew Jersey in 1769, with its ooigplaint against the 
■altiplioity of law suits, is a reaction against the hard times* In Virginia 

during the years 1757-1763 fifty-eight judgments were secured by persons resid- 

72 

ing in Chreat Britain* These raried in amount from hi to IilO,600; and of the 

fifty-eight judgments secured, six were against two men, eight against four men, 
and the remaining forty-four against as many different indiTiduals* 

The financial depression was felt by all* The account between William 

Allason of Falmouth, Virginia, and his brother in Glasgow shows a debit of 

75 
U129 in 1760, with a balance due of blS42. 9y 1768 the balance had been 

reduced to Iil82, but only by effecting a corresponding reduction in the dibit 

or purchase column* William JLllason himself was busily engaged in instituting 

suits in Virginia for the reoonrery of debts due him* In 1764 he wrote, "I 

believe there never were so many suits depending in this oountry /VirginiiJ as 

there is at this time* Scarcely a prison is allowed to stand /enptyj in some 

counties *^^ In 1762-1764, his suits against debtors numbered 126; in 1768-1770 

they totaled 94*^^ 

Stephen Collins of Philadelphia found himself heavily in debt to the 

English firm of leate and Pigon* In 1762 they wrote to him: "We have lately 

(70) Steiner, p* 242* 

(71) indrews, pp* 181-182* 

(72) Virginia Mag* of Hist*, HI, pp* 1-4. 
(75) Qaoted by indrews, p* 187* 

(74) Quoted by Andrews, p* 185* 

(75) Quoted by indrews, p* 184* 
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been so •xtren^ly badly roadtted from Riiladelphia that it puts It out of our 
posor to g^TS suoh oxtenslTO credits* • • • It greatly hurts us not to he paid 

in time • • • oonsider vhat must becoms of us to be detained out of one hundred 

76 
thousand pounds perhaps for many months after the imroioe is due.* In 1765 

leate and Pigon pointed out to Collins that he oved them U024j all of vhioh was 

oonsiderably overdue^ "some of it of three years* and some of it of two years* 

standing." They ooiaplained of the unreasonableness of the credit and declared 

77 
that it was suoh as "requires the Baxdc of England to support." The firm of 

Darid and John Barclay declined to open business with Collins in 1768 on the 

I ground that they had too many connections with Philadelphia and had been dis* 

78 
appointed in their remittances. About the same time another English firm 

to whom Collins owed bS037 wrote j "Though the money may be safe in thy hands ^ 

yrt it will not pay our debts here and interest is no equivalent to the dis- 

79 
appointment in our trade." By 1771 Collins had cleared himself of indebted* 

neas to leate and Pigon and in gratitude leate sent him a hamper of porter and 

80 
a Sorth Wiltshire cheese.^ 

9y 1773 and 1774 the colonial trading centers were beginning to feel the 
approach of the crisis of 1776. The increased tension was shown in the diffi- 
culty and delay with lAiich bankruptcy suits were prosecuted. Thomas Adams of 
Virginia had undertaken to act for London merohants in a bankz^tcy suit prose- 
cuted in the colony^ the progress of which is typical of the delays encountered 

in those pre-Berolutionary years« and also those experienced in the more normal 

81 
years. Adams had attached goods amounting to ten or twelTO thousand pounds^ 

but there seemed to be a difference of opinion as to whether a person in England 



(76) Quoted hy Andrews, p. 186. 

(77) Quoted by Andrews, p. 186. 

(78) Quoted by Andrews, p* pp. 186-187. 

(79) Quoted hy Andrews, p. 186. 

(80) Quoted by Andrews, p. 187. 

(81) Virginia Mag. of Hist., mil (1914-1915), pp. 62-64. ^ , 
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could aeoure roocfrery under the Virginia aot« certain lavyere aaeerting that 
the act vae intended only for colonial creditors irtio could receire no benefit 
from the English statutes* In the erent that the point vas decided against 
themj it would he adTisable^ idams wrote, "to engage sooie gentleman of charac- 
ter and fortune in this [ccftmtryj to enter your security here for prosecuting 
an appeal to the King and Council*" 

In reference to the delays which were to be expected, Adams wrote, "l 
si^pose it will be 18 mos*, perhaps two years, before we shall obtain our first 
decree, which will be that so ouch money as appears to be your due, shall be 
paid you, CQ your giTing security in this country to refund so much as shall 
be the proportion of any claimant who may cone in or be adjudged equally en- 
titled with yourself at any time before the passing of a final decree— this 

final decree may be 8 or 10 yrs* off." A year later, 1774, the case had not 

82 
been settled* The courts throughout the colony had been closed, and the 

General Court waa unable to proceed with ita business because two of the prin- 
cipal counsel, Ifr* Pendleton and Ifr* Henry, were attending the Congress at 
Riiladelphia as delegates from the colony* The other lawyers of the colony 
had refused to engage in practice out of respect tw the two delegates and 
their mission* "I am exceedingly sorry for this drawback on our business," 

wrote Adams* "We shall be only in April where we were in October, and God 

83 
only knows what is to turn up between this and then*" 

The relations between the colonies and the mother country had become 

critical by 1775, and the case in irtiioh Adama waa acting waa atill unsettled* 

In April of that yaar he wrote to one of hia principala, "I haTC taken erery 

atep in c<maequenoe that the lawa of thia country will weirrant to secure your 

debt * • • but the alarming accounta from your aide [of the] water bid ua prepare 



(82) Virginia Ifag* «f Hiat*, XXIII^ p*178* 

(83) Ibid*, p* 170* 
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far mournful erents in oon09quenoe# • • • Our General Coix^ontlon held at Ridh- 
Bond by their resolTes has shut up our courts exoept in particular oases for 
the probate of vills^ deeds, attaohaents on perishable goodsj eto« • • # We 
are veil assured your men of war are to line our ooast to protect preyent 
our trading elsewhere # Vhen this is the case it will be easy for a man of 

your experienoe in the world to conclude that he who cannot sell cannot pay 

•84 
• • • # 

While the courts in Virginia were being closed, the colony of Uassachu- 

setts in 1774 passed an act to enable persons to carry to the exeoutire courts 

86 
of the colony actions of debt upon Judgments reoorered in neighboring colonies. 

The act was meant to put a check to the practice of debtors removing to llassa* 

ehusetts after Judgment had been rendered against them in other colonies, but 

before exeouticn had been taken. This seems to be a step in the direction of 

intercolonial co-operation in those matters which affected coanon interests. 



(84) Virginia Mag. of Hist., Xnil, pp. 64-65. 

(85) Uass. A^ & R., V, p. S2S. 
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Chapter Thret 
PIFKS MOHET iHD CREDIT RELATIOIS 

The unfavorable balance of trade with vhioh the colonies had to contend 
vat directly responsible for the accumulaticm of colonial debts in favor of Bag* 
landj and indirectly responsible for the appearance of paper money in the colo- 
nies # In the absence of a system idiereby credit as such could be exchanged in 
the modem fashion^ balances had to be settled by some medium of exchange«*-coins^ 
bills of exchange, barter. But the \infavorable balance of trade operated to 
drain the colonies of hard money, leaving a scarcity of coin for domestic as 
veil as for foreign needs; and bills of exchange were ordinarily available only 
so long as there vere f av<arable balances in England. Moreover, the colonies 
vere forbidden to set up mints for making their ovn coins. 

The shortage in hard money, vhich was a problem even in normal times, 
vas sharply aggravated in times of stress when the colonies engaged in military 
expeditions and wars. The necessity of finding some means of meeting the ex* 
penses of military esqpeditions was in neiurly every colony the original pretext 
for issuing paper money. The temporary relief afforded by these issues con- 
vinced the colonists that in them lay the solution of all their financial ills; 
and the practice <mce begun, became a habit. It was this issuing of paper 
money, subject to rapid depreciation, with clauses making such currency legal 
tenier, that brou^t forth concerted opposition from the Aritish merchants, and 
resulted finally in the passing of a law by Parliament forbidding the issuing 
of legal tender paper money in the colonies. 

From the colonial standpoint, the use of paper bills of credit might be 
defended from three points of view. In the first place, funds had to be cre- 
ated for replenishing the drains made upon the treasury in meeting the exigen- 
cies of war. Massachusetts and South Carolina, e:q>osed on the one hand to the 
French and Indians of Canada and on the other to the Spaniards and Indians of 
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Florida^ vere natorally among tha first of tho eolonies to Indulgo in istuos 
of paper monoy* lorth Carolina rosortod to tho praotioe shortly aftor Ifusa- 
ohosotts and South Carolina had set the example, in order to "defray the oharges 
of an Indian War then kindled;* and Virginia, among the last to issue paper 
money, finally sucoumbed to the praotioe in order to meet the esqpenses of war. 

The Board of Trade was foroed to aoknowledge the neoessity of issues of 
paper ourrenoy for war purposes and generally approved aots for this purpose. 
In seme oases it sanetioned a Tiolation of instruotions prerioasly issued. 
Commsnting upon a Sew Jersey aot of 1759 for the emission of bills of oredit, 
the Board wrote: *• • • if year Majesty should think proper to require the said 
eolony to furnish any nxamber of troops for the general serrioe in Imerioa in the 
ensuing year there will be a neoessity of altering your Majesty's instruotions 
to the Ooremor by permitting him to assent to a law for issuing a oertain quan* 
tity of paper bills of eredit without a suspending olause, or to aequiesoe in a 
breaoh of the said instruotions as has been done in the neighboring ool^iies of 
lew York and BonnsylTania* • • # Referring to a Bannsylvania aot of 1756 for 
emitting 190,000 in bills of oredit, Matthew Lamb, the Crovn*s legal adviser, 
wrote, *• # • inasmuoh as there is no olause suspending the exeoution of this 
set till his Majesty's pleasure might be known, it is oertainly liable to objeo- 
tion, but in the great exigenoies of the present oonjunotion, when supplies are 
so absolutely neoessary for oarrying on his Majesty's serrioe" it is suitable 
for allowanoe* 

Proa a seoond point of riew, the issues of paper money might be defended 
on the ground that they eonduoed to the derelopment of trade* Franklin, in his 

(1) Channing, II, p« 502« 

(2) lo« Car# C. S#, I, p« 838; Charles J« Bullook, The Monetary History of the 

United States (Hew York, 1900), p. 129. 
(8) William and Mary College Quarterly, XX (1911-1912), p. 227. 

(4) A« P. C, Col. 8er., 1745-1766, p. 362. 

(5) Pa. Stats, at Large, V, p. 575. 
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testimony before the Hoase of Coomoiie In 1766, stated, *# • • I have always 
obserred that in erery colony the more plenty of means of remittance to Eng- 
land, the more goods are sent for, and the more trade vith England carried 
on. And in his Works he remarks, *• • • the colonies that have made use 

of paper mcmey haTO been, and are, all in a thriring condition* The debt 

indeed to Britain has increased, because their nximbers, and of course their 

•7 
trade, have increased. • • •" The Board repeatedly conceded that a reason- 



able amount of paper currency, properly protected, might prove a benefit rather 
than a detriment to trade* In 1794 a petition of some Bristol merchants 
against a Hew Jersey act for the emission of MO, 000 in bills of credit was 
referred to the Board of Trade, which reported: *The act is confirmed . . . 
there is no essential difference between this and a former law to the like pur- 
pose, which hath been executed with good effect and proved beneficial to the 
prorinee* A Bonnsylvania act of 1759 for re-emitting fc80,000 of bills of 
credit stated in the preamble that *• • • it hath been found on experience 

that by the bills so emitted the trade of this province to and frcm Great Britain 

fltlO 
and elsewhere hath been much augmented* • • *" Before acting i^>oq another 

Pennsylvania paper money billof 17S9, the Board called in some of the merchants 

trading to the colony* They stated that they had no obJeoti<ni to the act, but 

rather thought it absolutely necessary for carrying on comBierce* 

The prospect of being deprived of the privilege of issuing paper money 

caused considerable foreboding aaong colonial merchants # Samuel Rhoads, Jr* 

of Philadelphia wrote to an English f ixm in 1764, *The scarcity of money added 



(6) Hansard, X?I, p* 136* 

(7) The Works of Benjamin Franklin, ed* by Jared Sparks (10 vols*, Chicago, 

1882}, II, ppl 342-343. 

(8) Bussell, p* 121* 

(9) A* P# e*. Col* Ser*, 1720-1745, p* 424* 

(10) Pii* Stats* at Large, V, p* 7* 

(11) Ibid*, 17, p* 481. 
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to th0 probabiltty of htcring no noro paper ourranoy nada hara^ randara trada 
rary dull aa wall aa praaarioua* Latar in tha aaaa yaar ha wrota^ *• • • 
the lata aota of Parl't for raatraining oar trada and tha madium of it— our 
papar ourraney^-and tha proapaot of forthar lopoaitiona daapa tha apirit of 
our ouatonara [boJ that thay ncir handla Engliah gooda with faarful apprahan- 
aiona^ laaat tha aaana of making paying ahou^d ba uttarly out of thair poaar* 

A third axouaa for iaauing billa of oradit waa found in tha daairability 
of proriding oapltal for tha inhabitanta of tha ooloniaa. "Banka" wara aatab« 

liahad in tha varioua ooloniaa for tha purpoaa of making loana of billa of ora* 

14 
dit to oititana up<m raal or paraonal aaourity* South Carolina oraatad auoh 

15 
a publio loan bank in 1712. Virginia waa tha only oolony whioh did not ra- 

aort to thia mathad of iaauing billa of oradit; tha goramor^a rata waa all 

16 
that prarantad it in 1755* Tha naoaaaity fait for proriding thia maana of 

financing indiriduala indioataa tha affort mada to raliara tha ourranoy ahortaga« 

Tha advantagaa at timaa aooruing to tha Britiah marohanta from tha 

iaauaa of papar ourranoy wara mora than offaat Igr tha arila auffarad from da- 

praeiatlon and tha impoaition of lagal tander olauaaa. In juatioa to tha mar- 

ahanta it ahould ba atatad that thair ohiaf objaotiona to papar monay wara 

againat tha lagal tandar foaturaa; that th^ appraciatad tha diffioultiaa undar 

whioh tha ooloniata laborad baoauaa of a aoaroity of ourranoy and wara generally 

willing to oonoade tha advantagaa iriiioh might raault from iaauaa of papar money 

17 
pr^erly regulated. But the praatioe of iaauing papar money early beeama a 

confirmed habit and eventually reached a point irtiere the depreciation raaulting 

(12) Pannaylvania Magaaine of Hiatory and Biography^ vol. ZI7 (1880)> p. 422« 
(IS) Ibid .^ p. 423. 

(14) Bullock^ p. 34; miliam B» Weedeuj Econonio and Social Hiatory of Hew Bng- 

land> 1620-1789 (2 Tola., Beaton, 1891), II, p. 474. 

(15) Bullock, p. 34. 

(16) Ibid. , p. 34. 

(17) Ruaaall, p. 124. 
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from the absanoa of propar ragulation of tha isauaa praduead haavy financial 
laasaa far tha English narohanta. It vaa than that tha aarohants vara obligfd 
to taka Tigoraas action in bahalf of thair can Intarasts, anl tha clashes vhich 
follovad ara parallalad cnly by thosa praoipitatad by discrifliinatory bankruptcy 

acts* 

lOissachnsatts teak tha laad in issuixig pcqpar bills of credit » tha first 

aodssion occurring in 1690 vhan fcTOOO vara votad to Mat tha Bxp^UB^^ of tha 

18 
nnsnecassful ajqpadition against Canada • Tha dapraoiaticn vhich soon sat in 

was taa4>orarily chackad by an act passed in 1692 providing that tha bills vere 

19 
to be received at their face ralue plus five per cent. By 1712 the deprecia- 
tion had becoM a problem and the Assembly in that year passed an act proriding 

that the bills should pass as legal tender except vhere there vas special stipu- 

20 
lation in vriting to the contrary. Oresham*s lav promptly began to cperate^ 

and specie disappeared as tha paper money began to pour forth. The prorisicns 

of the legal tender act of 1712 vere re-enacted in 1715, 172S> and 1751, and 

during these latter years one pound sterling became equivalent to tvo and one- 

21 
half pounds in bills of credit. 

The course of events vas not much different in the other colonies. 

22 
South Carolina had issued its first bills in 1702. Horth Carolina follovad 

23 
vith an issue in 1712* In 1723 Pennsylvania passed its first paper money 

24 

bill, proriding for the emission of bl5,000. It has been claimed that the 

issue of pi^r money in Pennsylvania vas made as a matter cf econonic policy, 

and that, compared vith the emissions made in most of tha other colonies, her 

25 
issues cannot be said to have voxked to her disadvantage. The bills vere 

(18) Doyle, 7, p. 101; Channing, II, p. 500* 

(19) Mass. A. at R«, I*, p« 36. 

(20) Ibid., p* 701i Doyle, V, p. 101. 

(21) Ifttss. A« & R., 11$ pp« 24, 267, 289-290. 

(22) Channing, II, p* 502. 

(23) Bullock, p. 129. 

(24) Pa. Stats* at Large, III, p. 324. 

(25) Channing, II, pp. 503-504. 
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•aid to annrar the purpose of money in the oolony and after 1723 were seldom 

used in payment of debtSj but vere generally sold and bought as merohendise and 

26 
shipped to Great Britain to pay for the goods imported from there* In sharp 

eoQtrast was the oase of Bhodelsland irtiloh issued ps^er money as a politioal 

speoulation. Orer half a million pounds were issiied out to private indiriduals 

in proportion to their politioal influenoe^ the depreoiation resulting therefrom 

being beyond all ocnparison. A minister at Hewport estimated that his inoome 

for the year 1760 amounted to fc2300 in Rhode Island ourrenoyj or fc90 sterlingj 

28 
the exohange being given at 26 to 1. By 1762 the exchange had fallen to 52 

to 1. The situation was so intolerable that the neighboring colony of Uassa- 

chusetts was forced to pass acts barring Ehode Island bills of credit frcm the 

colony* ^^ Virginia was almost the last colony to take up the practice of issu- 

SO 
ing paper moneys but in 1755 her first emission^ amounting to fc20>000^ iqppeared. 

In the years 1756«*1762, Virginia appears to have issued fc482>962:10:0 of legal 

tender paper money* 

It was considered impracticable to attempt to circulate paper bills of 

credit without legal tender provisions^ but nevertheless the practice of making 

them lawful tender for all debts was not universally approved in the colonies* 

Governor Thomas of Pennsylvania contended that paper money should be made legal 

tender only in the ease of internal trade ^ debts due in England being paid in-* 

32 

or at least at the rate of —sterling coin* On the other handj an advocate 

of the legal tender provision wrote in 1764: "The forbidding paper money to be 
a legal tender would • * • take away what little energy it haa and subject every 

(26) Colonial Records of Pennsylvania (17 vols., Harrisburg, 1896-1915), IV, p. 476. 

(27) Channing> II» pp« 502-503* 

(28) Ibid., pp* 502-505* 

(29) Uass. A* & R*, IV, pp« 513, 922; V, p* 34* 

(30) Ripley, p* 131; Bullock, p* 34* 

(31) William and Mary College Quarterly, XX, pp. 261-262* 

(32) Doyle, V, p* 111. 
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33 
debtor with a real estate to the meroy of his creditor* 

A few figures on the rates of exchange are suggestlye of the extent to 

whleh the paper money depreciated • In Hew England sterling exchange was at 

34 

133 in 1702; in 1713 it had risen to 150. The Board of Trade in a report 

in 1731 referred to exchange in Massachusetts as being at the rate of b340 to 

36 
1100 sterling. In 1740 lew England exchange was at 550; and the cliinax was 

36 
reached in Massachusetts and Connecticut in 1749 and 1750 lAien it rose to 1100. 

In Yirginiai f if ty*eight Judgnents were executed in 1757*1763 at rates of ex- 
change varying between 359( and 40^ in 1757^ 409( and 489S in 1761, 509( and 65^ in 

1762 J and 60S^ in 1763, the fluctuation being considerably less extreme in Yirglnia 

37 
than in the northern colonies. 

The debtor class in the colonies profited greatly by the depreciation 
in the paper money. They ^ct only took adrantage of the current depreciation, 
but eren delayed mdcing settlements in order that they might secxire legal ten- 
der bills at lover and still lover prices. Moreover, they were in favor of 

38 
making fresh Issues of cheap currency and declaring them legal tender. 

Josiah Tuoker in a paper addressed to the colonists in 1776, wrote, **. . • 

many mong you are sorely concerned that they cannot pay their British debts 

with an iasrican sponge.'' ' 

Within the colonies, the debtor and creditor classes engaged actively 

in agitation for and against dieap currency. The colony of lew York had 

40 
parties favoring and opposing the use of paper money. In 1718 a sum of 



(33) Aspinwall Papers , in Collections of Massachusetts Historical Society , 

Fourth series, vol. X, p. 520. 

(34) Bullock, p. 39. 

(35) A. P. C, Col. Ser., 1720-1745, p. 327. 

(36) Bullockj p. 39. 

(37) Virginia Mag. of Hist., Ill, pp. 1-4. 

(38) lilliam B. Weeden, Bconomlo and Social History of New England, 1620-1789 

(2 vols., Boston, 1891), II, p. 476; Wood, pp. 164-165. 

(39) Quoted in Bogart and Thon^son, pp. 164-166. 

(40) Weeden, II, p. 477. r"r-.^rrT/> 
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■onay wac remitted to London from Hev York to enable a aerohant there to oppose 
the lew York aoney bills that were then being reriewed* In liaasaohusetts, the 
elaaa vhioh would natwally be interested in the eodssion of paper money was suf- 
fioiently strong in numbers^ inf luenoe^ and organisation to exert a large influ* 
enoe over the polioy of the eolony. Douglass wrcte in 1749, 'The parties in 
Hassaohusetts Bay at present are not the Loyal and Jaoobite, the Ooremor and 
Country 9 Whig and Tory, or any religious seotary denominations , but the Debtors 
snd the Creditors.* Further , *paper-money*making assemblies have been legisla- 
tures of debtors. . • »**^' In 1740 a majority of the representatires in Massa* 
ehusetts were subscribers to the land bank scheme; snd at another time a number 
of the leading representatiTOs were notorious debtors. When bills of credit 

in Connecticut were made legal tender for only their current ralue in specie, 

45 
the debtor party seeured the repeal of the law in three years. And oTon 



Frazdclin was unable to deny, in 1764, that in some colonies, at least, paper 

money had been issued "with fraudulent yiews** through the influence of the debtor 

46 
clsiises. Thomas Bd.ne wrote scathingly about the men who adroeated cheap 

ourreney, **There are a set of men iriio go about making purchases upon credit and 

buying estates they hare not wherewithal to psy for; and having done this, their 

next step is to fill the newspapers with paragraphs of the scarcity of money and 

the necessity of a paper esdssicn, then to hare a legal tender under pretence of 

supporting its credit, and iriien out, to depreciate it as fast as they can, get a 

••47 
deal of it for a little price, and cheat their creditors. . . •" Exaggerated 

as the statement undoubtedly is, it nerertheless indicates the possibilities conr 



(41) Documents relative to the Colonial gLstory of the State of lew York (10 toIs., 

Albany, 1656-1858), Y, p. 514. 

(42) Doyle, V, p. 100. 

(45) Quoted in Bullock, p. 48. 

(44) Bullock, p. 48. 

(45) Quoted in Bullock, p. 37. 

(46) Bullock, p. 47; see below, p. 62. 

(47) The Writings of Thomas P(d.ne, ed. >y Hdncure D. Conway (5 yds., lew York, 

1894-1896), II, p. 178. j 
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tained vithin pap^r money sohamas* 

As time went on^ the leading nerohants and propertied olaases in the 

48 
eoloniea began to see the diaadrantages of a cheep currency ayatem* ^ Franklin^ 

referring to the Fennqrl^iUfda iaauea of 1729, wrote, "The wealthy Inhabitanta 

opposed any edditlcn, being against all paper curreney, fron an apprehenaion 

that it would depreciate aa it had done in lew England, to the prejudice of all 

oreditora.*^ In 1732, ane "Oentlenan and lisrohants of Riiladelphia" pointed 

out to the legialature the danger attending the use of paper money; and in 1731 

merchants in lowport, Rhode laland, protested against renewed emiasions of bills 

of credit*^ The opposition of the merchants reached a point irtiere they were 

willing to hare the assemblies reatrained by act of Parliament from adding the 

legal tender feature to their iaauea of paper money. The Oorernors, too, 

added their note to the increasing agitation againat paper money. Oorernor 

Shirley of liassachuaetts atated in hia measage of 1741, "A creditor who has 

the misfortune of haring an outatanding debt, of the ralue of 1000 pounda ater* 

ling^ contracted anno 1730, can now recelTe no more in our oourta of judicature 

1.52 
• • • than the ralue of about 650 pounda sterling." And in 1764 the Board of 

Trade, referring to the early paper money iaauea, apeaks of debtors as haring 

been enabled **to pay their debts with three or four shillings in the pound, 

m5S 
merely by majorities of men # • » making new and large emissions of paper bills." 

The Ex^llsh gorernment adopted three methods of checking or restraining 

the issuing of paper money: It vetoed the bills proriding for the emissions; 

it despatched Inatructlons to the Governors requiring that certain regulations 

be obserred; and it Isaued cos^rehenalTe orders of restraint applying to certain 

(48) Bullock, p. 49. 

(49) Franklin, Worka, I, p. 152. Quoted in Bullock, p. 50. 

(50) Quoted in Bullock, pp. 49-50. 

(51) Quoted in Bullock, p. 51. 

(52) Quoted in Bullock, p. 40. 

(53) A. P« C, Col. 8er., 1745-1766, p. 629. 
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of the eoloniea^ and finally to all of the oolonloa. 

Itony^of the oolonial acta for emitting Ulls of credit eaoaped disalloir- 

anoe only because they had already been put into operation and the bills were 

66 
in the hands of private and innocent holders. With reference to a Pinnsylra- 

nia act of 1728 for the emission of bills of ereditt the Board vrote^ "• • • if 

it were not out of tenderness to those persons into whose hands the bills issued 

in Pennsylyania may hare passed, their Lordships would Isy the • • • aots before 

his Ifejesty to be repealed* • • »* Bealising that the disallowance of bills 

already in operation would cause great confusion, the Board of Trade came to 

insist that aots for the emission of paper money contain suspending clauses* 

All the goremors in the colonies had receired instructions to this effect in 

67 

1720* As a final policy of regulation, the Board declared that the amount 
of money issued be limited to the minimum which would serre the needs of the 
colony; that ample prorisicn be made for refunding, and that such prorision be 

strictly cbsenred; that the bills be issxied for a definite and limited period 

6fi 
of time; and that they should not be made legal tender for the payment of debts. 

In 1749 Horace Walpole had introduced a bill in the House of Cooaons 

"to regulate and restrain paper bills of credit" in the colonies and "to prerent 

.59 
the same being legal tender in payments for money. • • •" Since the act pro* 

Tided for complete prohibition of all issues of bills of credit, both merchants 

and colonists entered protests, the foxmer presenting petitions. The bill was 

dropped, and the House called for a complete report of the paper money situation 

in the colonies. In 1751, hoverer, a bill was introduced in Parliament and passed 



(54) Doyle, Y, p. 99. 

(55) Russell, p. 121. 

(66) Fa. Stats, at Large, III, p. 521. 

(57) A. P. C, Ool. Ser., 1720-1745, p. 530. 

(58) Russell, p. 121. 

(59) Btasard, XT?, pp. 663-564. 
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vhieh prohibited tte colonies of MMsachuMtts^ Rhode Island^ Coimectiout, 
and Hew Htonpehire^ from emitting legal tender paper Aoney."^ The aet» vhioh 
▼as in the natnre of a oensure, vas aiaed at lew England where the eril was 
worst, ittd inoluled only the colonies nmed* In attenqrt was made, hoverer, to 

extend the prorisions of the aet to all colonies, but the pressure of war expend- 

61 
itores prerented axqr further application of the act at that time. 

The colonial assemblies found themselTCS obliged to enact laws proriding 

for legal rates at which the paper bills of credit might be used in the payment 

of debts. Such an act passed in Virginia in 1746 led to considerable friction 

between the English merchants and the Virginia Assembly. The act provided that 

in actions for the recorery of sterling debts, judgment might be settled in our- 

62 
renoy at the rate of twenty-fir e per cent, increase. This arbitrary settle- 
ment was arranged for at a time when exchange was fluctuating, being ajb times as 

63 
high as 49C* Itorchants from London, Lirerpool, and Bristol complained of the 

64 
act in 1761, but in the meantime, due to a teisporary lapse of action on the 

part of the merchants, the law had receired the rqyal confimation and was thus 

beyond any effectire action iriiioh might be taken by the Board. The Board 

pointed out that at the time the act was passed, 2S9( was the actual rate of 

exchange, and that since there had been no objections from the merchants 6r in 

65 
point of law, the act had been confirmed. But the Board now declared that 

in their opinion the merchants were suffering hardships and proposed that the 

Ooremor of Virginia be instructed to have another law passed which would not 

prejudice the interests of the English merchants. Accordingly, in 1755, in 

response to instructions from the English goremment, an act was passed which 

(60) Russell, p* 122. Permission was giren to issue treasury notes that should 

be redeemed at the end of short periods. Bullock, p. 44. 

(61) Russell, p. 122. 

(62) Hening, V, p. 540. 

(63) A. P« C., Col. Ser., 1745-1766, p. 390. 

(64) Ibid ., pp. 144-145. 

(65) Ibid. , pp. 144-145. ^ j 
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prorlded that j\adgiMnt« for sterling d^bts were to be dlsoharged at suoh dif- 

66 
ferenee of exchange ae the eolwilal oourts ehould direct. 

Thle latter lav of 1755 failed to satisfy the British merchazxtSf special 

objections being made to the pover giren the colonial courts. Just at this 

tini^ Boreorer, matters were aade worse by the issue of legal tender psper money. 

In 1757 Virginia passed an act proriding for the emission of bSO^OOO of psper 

currency to pass as legal tender in the payment of all debts (except the rqyal 

67 
quitrents) due or to be contracted during the period of their currency. There 

was marked objection by the merchants to the ex post facto feature in the law 

which made debts contracted before the passing of the act dischargeable in a 

68 
depreciated psper currency. The Glasgow merchsnts declared that a large 

69 
part of the debts due them had been contracted before the law was passed. 

The smoont of paper money increased rapidly^ and^ as in the case of Massachusetts » 

the legal tender clause failed to prevent depreciation. In 1757 exchange was 

w 70 
at 3Q(t <^ ^A ^"^62 *^ ^^* ^A ^"^^^ memorials were presented by London and 

71 
Bristol mrchants against the issue of legal tender paper money. 

The Board was forced to admit that since the pqper money act of 1757 

hsd already been put into execution^ its repeal **might be productive of many 

72 
difficulties and great inconvenience s. The merchants^ hcsrerer* had pro- 

73 
posed that instructions be sent the colony to effect the folloving changes: 

Provide that all debts due before the passing of said act and the act of 1748 

be dischargeable in sterling money only; and that all debts since contracted 



(66) Honing» VI» p. 479. 

(67) Hening, VII, p. 81. 

(68) A. P. C, Col. Ser., 1745-1766, p. 391. 

(69) Ibid., p. 645. 

(70) Virginia Mag. of Hist., HI, pp. 1-4. 

(71) George L. Beer, British Colonial Policy, 1754-1765 (Hew York, 1907), p. 181. 

(72) A. P. C, Col. Ser., 1745-1766, pp. 392-393. 

(73) Ibid., pp. 392-393. 
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or thereafter to be oontraoted be made payable in the said bLlls of oredit-«lf 
the creditor is willing to aocept them and not other«iae~not acoordine to their 
nooiinal Talue, bat aecording to the aotual differenee of exchange between such 
paper bille and sterling money at the time of making such payment. The Board 

reocnmended that these inetraotiona be sent and that final decision as to the 

74 
act of 1757 be suspended nntil the effect of the instructions was seen. The 

76 
instructions were forwarded in 1769^ but were not obeyed. The act was neither 

aaisnded nor repealed. 

In 176S financial matters in Virginia began to reach a climax, aorernor 
Fauquier in a message to the Burgesses in that year declared that it was abso- 
lutely necessary that something be done to giTC the English merchants satisfac* 

tion^ and suggested that apeoial attention be directed to the redemption of the 

76 
paper money then in circulation. In the meantime the Burgesses had received 

copies of the memorials of the British merchants. The merchants complained 

among other things that the decision as to the rate of exchange at iriiich sterling 

judgments were to be settled was left entirely to colonial judges; and that even 

the prcrision for settling sterling judgments at the current ccnmercial rate of 

exohange was not satisfactory since in many cases the rate of exohange rose 

(sonstimss fire^ ten^ and even fifteen per cent.) between the time of the orders 

77 
of the court and the possibility of obtaining a remittance in England. 

To the first point the Burgesses replied that since sterling money with 

irtiich to pay debts due in Englanl was lacking, the debtor was obliged to arrange 

settlement with his creditor at such rates of exchange as they could agree on; 

and that in cases of dispute, to whom could the matter be referred, except as 



(74) A« P. C, Col. Ser., 1745*1766, pp. 392*393. 

(75) Ibid., 1745-1766, pp. 392-393. 

(76) Journal, House of Burgesses, 1761-1765, pp. 171-172. 

(77) Ibid., pp. 191-192; Ju P. C, Col. Ser., 1745-1766, pp. 641-645. 
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78 
all other disputes were, to the courts of justioe? The merchants had pro- 
posed that the creditor be glren the liberty to refuse paper money unless paid 
him at such rate of exchange as he felt pleased to demand • To this proposal 
the Burgesses replied: ^'Ihlch Is most liable to objection, to refer the decision 

to disinterested judges under oath to do justice, or to the creditor, under the 

79 
temptation to tske adTantage of his debtor U necessity?** To the second coor 

plaint, that the rate of exchange frequently rose betveen the time of the court's 

order and the receipt of remittance in Sngland, the Burgesses replied that they 

vere forced to admit that such Instances had occurred, but that the disadvantage 

had been small and "of a causal nature against idiich no human lavs could provide." 

But, it was pointed out, the English creditors would be fUlly coiiQ>ensated by the 

adrantages they would ineritably recelTC when the rate of exchange began to de* 

81 
cline, as it was then doing* 

The Virginia Committee of Correspondence through its agent in London 

undertook to exert an influence farorable to the continuance of the colony's 



(78) Journal, House of Burgesses, 1761*1765, p. 191. 

(79) Ibid., pp. 191-192. 

(80) Ibid ., pp. 191-192. 

(81) Ibid. , pp* 191*192. - Richard Bland of Yirginia made an interesting compari- 

son between the attitude of the English merchants toirard colonial paper 
money in 1763 end their attitude in the next decade. Writing in August, 
1771, he said, "I caxmot but remark ... the different conduct of the 
merchants at this time and during the last war. When we were forced 
against our inclinations to emit Treasury notes, or refuse to comply 
with the Boyal demands, the merchants raised such a clamor and repre* 
sented the House of Burgesses, by their memorials to the Board of Trade 
in such dark end disadTantageous colors that they drew Tory severe, and, 
as time has demonstrated, rery unjust censures from that Board upon the 
conduct of the Assembly; and they did not desist till they procured an 
act of Parliament restraining the Oovernor from glTiqg his assent to any 
act of our legislature for making paper bills of credit a legal tender. 
But nov, ithen their prirate interest is affected; when they are in danger 
of bankruptcy and their credit is likely to be injured, they are become 
the warmest and most forward solicitors with the Assembly for that rery 
species of money they abused the Assembly for emitting to defend the 
colony from a common enemy. ... The merchants are become so Tcry fond 
of it that, though the time of its redemption has long since ejq)ired, 
they exert every endeavor to prevent its being paid into the Treasury, 
from whence, they, know, it will never more make its appearance. ..." 
Virginia Ibg. etf Hi.t., 71, p. 129. Digitized by (^OOglC 



Digitized by 



Google 



61 



paper nonay. Writing In June, 1765, the Canmlttee declared, **We oan with 

I 

I truth say the greatest losses have been sustained through the ignorance or 
inadvertency of some factors vho while bringing suits have too hastily re* 

ceived said debts before the Exchange was either settled by the purchasers of 

I 

Bills or the Court. Against the misconduct of these gentlemen it is impossi* 

62 
ble to provide." As a final argument the Cooodttee points out that Virginia 

">y no means appear fsj in the light of the northern colonies who emitted their 

money for the payment of their debts without establishing proper funds for sixdc* 

I ing their notes." 



At this point two resolutions were introduced and passed in the House. 
The first declared "that it is the opinion of this coxnaittee that as the present 
possessors of the Treasury lotes have received them under the faith of a law 
making them a legal tender in all payments except for his Ifsijesty^s q\iitrents, 
to alter that essential quality of them ncsr would be an act of great injustice 
to such possessors; and that as ths British merchants have constantly received, 
and under the present regulations of our laws will contin\ie to receive, such 
notes for their Sterling Debts according to the real difference of exchange 

between this colony and Oreat Britain at the time of payment, their property 

ti84 
is so secured as to make such alteration unnecessary with respect to them. 

The second resolution referred to the Governor's recanmendation that proper 

precaution be taken for the redeaqption of the notes, and declared, "That it 

appears to this Ccmmittee that the funds established for the redeBQ)tion of the 

Treasury Notes at the several stated periods, will be sufficient to effect that 

purpose; but that if, by any accident, they shall happen to fail, any deficiency 

ought to be supplied by a new and adequate Tax."^^ 



(62) Virginia Mag. of Hist., XI, pp. 346*349. 

(83) Ibid., pp. 345-349. 

(84) Joiurnal, Houee of Burgesses, 1761*1765, pp. 180*181. 

(85) Ibid., p. 180. 
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As the ma.tter stood^ the English creditors were to have their debts 

paid in the depreciated currency of the colony at current rates of exchange 

fixed by the local courts* But in 1764 the English goremment passed an act 

which definitely prohibited the issue of legal tender paper money in all of 

86 
the colonies • This measure was really an extension to all of the colonies 

of the act of 1751 which had prohibited legal tender clauses in paper money 

acts passed in lew England. imong the reasons giren by the Board of Trade 

for restraining the amission of legal tender bills of credit in the colonies 

87 
were the following: Firsts that the merchants trading to America had suffered 

and lost through legal tender paper money; second, that the restriction had had 

86 
a beneficial effect in Hew England; and third, that debtors in the Assemblies 

had issued paper money with fratidulent riews. Franklin, in commenting on the 

last point, makes no atteopt to refute the statement, but remarks that "• • • 

if it has been the case in aiqr particular colony, that colony should, on proof 

of the fact, be duly punished* This, horever, would be no reason for ptinish-* 

ing other colonies, who haye not so abused their legislatiTC powers." 

Eew England had been the first to fall victim to the evils of deprecia* 

ted paper currency in so far as they affected British merchant creditors; but 

Virginia, though late in succumbing, had in a brief time given the English mer* 

chants many bitter experiences. The Board of Trade, acting as intercessor for 

and at the initiative of the British merchants, had finally acc«aplished the re* 

moval of the worst features of a currency system that was promising heavy losses, 

if not final ruin, for many of the British creditors. 



(86) Russell, pp. 123*124. 

(87) Franklin, Works, II, pp. 341-342. 

(88) The act of 1751 "stabilised business conditions to the satisfaction of 

the men of means and the creditor class generally in New England." 
Schlesingar, p. 22. 

(89) Franklin, Works, II, p. 360. 
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Ch«pt0r Four 
DISCRIMINiTORT COLONIAL LB&ISLATION AND CREDIT RELATIONS 

Frca time to time the English merohants ware plagued hy the appearanoe 
of a desultory^ diaorlnilnatory type of oolonial legislation. Where the dis* 
crimination was designed^ the objeotion of the Board of T^ade was inyariably 
fatal to the eonfimatioa of the act. Where the disorimination was inadrer* 
tent J the asseoiblies were usaally instructed to modify the act so as to elimi-> 
nate the objectionable features. Acts whioh established priority of debts in 
faror of the colonists were considered especially prejudicial to the interests 
of the merchants. Such acts had been passed in the earlier stages of colonial 
derelopment for the purpose of promoting the stability and security of local 
creditors. They^ together with the early legislation proriding for exeo^tion 
of debtors fr^a arrest and suit^ were intended to shield the undeveloped colony 
from foreign creditors and to leare it free to acquire the internal strength 
with which to become a self-supporting colony. 

In 1663 Virginia had passed an act providing for priority of debts con- 
tracted within the colony where the claim was made within twelve months. lo 
foreign debts were to be pleadable within the period of twelve months unless 
assets remained after the local debts had been satisfied. The act was defended 
on the ground tibat persons arrived in the colony possessed of estates^ on the 
strength of which credit was extended them and contracts entered into. It 
frequently followed that "pretended accounts" from England and other foreign 
parts were sued for and the entire estate lost to the resident creditors. The 
rights and interests of bona fide factors were protected in this act by a 
clause providing that legitimate factors^ by registering the names of their 
principals within two months after arrival, might insiire to their principals 

(1) Hening, II, pp. 208-209. 
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equal adrantages with the inhabltanta of the oolony* 

An act of alaiilar nature passed by BennaylTania in 1700 was more sweep* 

2 

log In extent and more deliberately aimed at foreign oreditors* The preamble 

to the aot reoited that persons entered the prorinoe with oargoes of goods 
belonging to foreign eiqployers or oredltors and reoeived oredit from the in- 
habitants 1^ Tirtue of these goods* Upon the death of these faotors, the 
goods were olaimed by foreign oredit ors» whereby the inhabitants were depriTod 
of the debts due them* ' The aot provided that inhabitants of the prorinoe wore 
to hare priority of debts due "from any person whatsoerer; ** that no foreign debts 
should be paid by any exeoutor or adaninistrator until the debts due the inhabitants 
were first secured and paid* It was prorided tbat olalm must be made within one 
year after the debtor's death* In order that there might be no injustice in the 
act, it was prorided that all persons entering the colony as factors should regis- 
ter the name of their enplqyer within two months* Then, at the debtor's death j 
the foreign creditor might plead on equal terms with the inhabitsnts* The act 
was disallcsred in 1706* It was declared \inreasonable to exclude the adventurer 
from equal recovery with the residents merely because his factor failed to make 
the required entry* 

In 1711 a second attempt was made >y the Pennsylvania Assembly to pass 
an act of similar intent* This act provided that all debts contracted within 
the province should be preferred before all debts "of the same nature and dig- 
nity" contracted without the province; and that no action or suit ooimenced for 
any debt ccntracted within the province should "be stayed upon the allegation 
or pretense of a foreign debt" unless notice was first given by action entered 
for such foreign debt in some local court of record* This act met the fate of 



(2) Pa* Stats* at Large, II, pp* 65-64* 

(3) Ibid*, p* 494. 

(4) Ibid*, p. 365. 
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65 
its predecessor. It was dlsallcNred in 1714^ the Board declaring that the 
act might "prejaidioe all the subjects cf Great Britain who dealt with Bennsyl* 
ranlat" end that "all persons irtio giro credit to and make contracts with others 

should stand en the same foot[iqg(^ /thej matter of recorery*" 

^ 6 
An act passed by forth Carolina in 1715 remained in force until 1747 

7 
when thirteen London merchants made effectire complaint to the Board of Trade. 

The act prorided for the priority of all debts due the inhabitants of the colony 

which were sued for at the tins the British creditor sued^ and prorided further 

that the ssme priority should apply to all other debts that« within six months 

after the foreign creditor had been given judgment on the debtor^ might be shoim 

to be legally due an inhabitant. No exception was made^ not eren of debts due 

the Crown. The aotj which had been characterised by the Bnglish merchants as 

a "bare*faced frauds" was disalloved in 1747 and described as being "contrary 

to reason^ inconsistent with the Isws^ and greatly prejudicial to the interests 

of the Kingdcn." 

Laws which prejudiced English creditors by setting a time limit to the 

validity of debts likewise received the disapproval of the Board of Trade. A 

Massachusetts act of this type, passed in 1718, was objected to because it pro* 

vided that no action for debt was to be brougjht after the ejq)iration of two years 

9 10 

from the contracting thereof. An act passed by Virginia in 1705 appeared 

to circumscribe the rights of English creditors bub managed to escape hostile 

action until 17S0 irtien it was repealed by proclamation. It prorided that 

debts must be sxxed for by non-resident creditors within five years after the 

account had beccme due, but released foreign creditors from this provision. 

(5) Pa. Stats, at Large, II, p. 550. 

(6) Ho. Car. C. B., II, p. 886. 

(7) Ibid ., IV, p. 844. 

(8) A. P. C, Col. Ser., 1745*1766, p. 43. 

(9) Mass. A. k R., II, p. 105. 

(10) Hening, III, p. 377. 

(11) Ibid., p* 377. 
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The Goremor^ nerertheless, in repealing the act referred to it aa haring 
"many beneficial clauaea vhioh might be re-enaoted without giring offense** 
and suggested that a new bill be prepared "suitable to the circumstances of 

the country without meddling with those parts repugnant to the statutes of 

••12 
Great Britain. . • • 

13 
A Ifassachusetts act of 1692 which made lands and tenements liable 

for the payment of debts had an interesting evolution • The act was first 

disallowed in 1695 because provision had been omitted for msking the Croirn's 

debts preferred above all others. In ocmmenting on the act^ the Cr ovn ques* 

tioned whether the effect of the act might not be to reduce the value of lands, 

since it was within the power of an angry creditor to take a portion out of 

the most valuable part of the property, thereby impairing the value of the 

remainder. In 1696 the act was repassed, this time provision being made 

for giving priority to the debts of the Crown. But the act left the debtor 

without remedy for ever recovering his estate. By 1713 the danger pointed out 

by the Crown in 1695 had been realized, and the act of 1696 was then amended so 

as to permit the debtor upon whom execution was levied to have one year after 

16 
execution in which to recover his estate. In 1717 the act was once more 

17 
modified. But in elaborating upon the procedure to be pursued in the opera- 
tion of the act, an important provision affecting the interest of the creditor** 
the provision had been included in the act of 1696*-was omitted from the amend- 
ing act, whether purposely or nob is a matter of uncertainty. The omission 
did not escape notice. It was pointed out that by the terms of the act of 
1717 the portion of estate taken by the creditor would pass to the creditor in 



(12) Journal, House of Burgesses, 1727*1740, p. 58. 

(18) Ibss. A. k S., I, p. 69. 

(14) Ibid ., I, p. 110. 

(15) Ibid. , I, p. 254. 

(16) Ibid., I, p. 703. 

(17) Ibid., II, pp. 42-43. 
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good title for life only^ no prov^ision being made for passing on the title to 

18 
the heirs of the said oreditor* In other words^ possession of the estate 

for life established fxill satisfaotion for the debt. Henee, it was pointed 

outy if the oreditor should happen to die the next week after suoh aooeptanee^ 

the debt was -sholly removed and the heirs of the oreditor would be absolutely 

19 
barred from making use of the remedy irtiioh had been provided the oreditor* 

In 1719 the aot of 1717 was repealed and a new one passed whioh prorided for 

20 
the passing of title to the oreditor and his heirs. 

The statute books of Virginia reoord no laws of the type of the Uassa- 
ohusetts aot of 1719 whereby real estate in addition to personal estate is made 
liable to exeoution in the satisfaction of debts. A writer early referred to 
the situation in these words: ''Subjecting the land of the deceased to the pay- 
ment of erery debt [in Uassachusettsj • • . erinced a very dissimilar spirit 

from that of the colonies of the south. To these salutary regulations much 

21 
of the populousness and of the commerce of Uassachusetts is oiring. In 

1732, howerer, the English Parliament passed a law designed to facilitate the 

22 1 

collection of debts in the colonies. The act was passed upon petition of a | 

number of London merchants. It prov^ided that in any suit in the colonies re* 
garding a debt in which a resident of Oreat Britain was inrolred, he as plain- 
tiff , defendant, or witness might make an affidavit in writing before a magis- 
trate, which affidarit when transmitted to the colony should hare the same force 
as eridence giTon in open court. The act further prorided that lands, tenements, ; 
and negroes omed by the colonists should be liable for the paymsnt of debts in 

(id) liMS. A. k R., II, p. 67. 

(19) Ibid., p. 67. 

(20) Ibid., pp. 150-151. 

(21) Ibid., I, p. 107. 

(22) Statutes at Large of England, ed. by Danby Pickering. (rol. Ml, Cambridge, 

1765), pp. 272-274. 
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maoh the tains manner that real estate in England vas llabls* Qns bsnsflt 

claimsd from this act vas that colonial merchants and planters vere able to 

23 
secure more generous credit* 

7irginia> hdrerer^ drev up a memorial protesting against the act of 

1732. The sentiment against the act at the time is indicated by a reference 

24 
made to it by the Virginia Committee of Correspondence some thirty years later • 

The Ccmmittee referred to the act as being faYorable to the British merchants^ 

though not to themselTOs^ "^as it subjected all our lands in the plantations to 

be taken in execution and sold as chattels to satisfy debts due to merchants in 

Great Britain • • • tho they are not liable for any debt contracted here except 

by exact accord to the course of the common laxr.** In order to make the adyan- 

tages more reciprocal, a lair vas passed in Virginia in 1744 providing for the 

25 
recorery of debts due the inhabitants from persons residing out of the colony* 

In general the Board objected to lavs irtiich made the property of absentee 

debtors liable for the payment of colonial debts, except vhere they vere aimed 

against debtors irtio had resided in the colonies and had absconded to avoid pay- 

ment* The objection vas made on the groimd that the English debtor vas de- ^ 

prived of the opportunity for a fair defense, and vas, moreover, left exposed 

to fictitious claims* Such acts continued to be passed in the colonies, hov- 

erer, and in 1771 instructions vere issued to the governors not to assent to 

any lav vhich made liable for the recorery of debts the property of any persons 

27 
vho had never resided vithin the colony* 

A fev more discriminatory acts of an irregular type remain to be re- 

29 
vieved* A Virginia act passed in 1682, vhich provided for the encouragement 



(23) Schlesinger, p* 21* 

(24) Virginia Mag* of Hist*, XI, pp. 18-20* 

(25) Eening, V, pp* 220-225* 

(26) Russell, p* 133. 

(27) Ibid., p* 133. 

(28) Hening, II, pp. 506-607. 
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of maimfaotures and the mora apeady payment of debt a » vaa referred back to the 
oolony for roTiaion bacauae it eontalned a olauae oompelllng Engllah merchants 
to accept coaaaodltlea In payment of debta vhere the debtor vaa unable to pay in 

specie or kind. The Board declared the clauae to be "particularly unreaaonabla^ ** 

29 
the objection being that cogiiLOditles vere of uncertain Talue* 

90 
A Ifaaaachuaetta act of 1695 vaa diaalloved because it vas regarded aa 

prejudicial to the interests of English merchanta. The act provided that any^ 

peraon vho vaa not a freeholder or vho had not been a reaident of the province 

for three years paat vaa^ upon commencing auit against an inhabitant of the 

colony« to enter into bond for tvice the amount of the aum to be aued for* This 

security vas taken in order to protect the reaident defendant againat coata in 

caae he ahculd defeat the suitj or^ in the event that he lost the suit^ that he 

might hare opportunity to appeal the caae, and, if aucceaaful aecxxre damagea 

from the plaintiff. The practice had been for aucceaaful plaintiffs, upon 

securing judgment, to remore or conceal themaelrea and the money or property 

recovered, thereby effectually preventing the defendant from having the caae 

revieved* The act received the royal diaallcMrance in 1698, after the Board 

31 
had taken the matter up vith merchanta trading to the colony. It vas pro- 
nounced to be Very partially favorable to the inhabitants of the province and 
injurious to all strangers that have any dealings vith them.** 

Both Ifassachuaetts and Virginia had paased measures vhich, in the caae 

of foreign auita, not only protected the resident defendant, but diacouraged 

82 
local attorneys frcB proaecuting the caaea. The Ifaaaachuaetta act of 1695 

above referred to contained a clauae making the attorney for the non-resident 



(29) A. P. C, Col. Ser., 1680-1720, p. 211. 

(30) Mass. A. k R., I, pp. 222-223. 
(81) Ibid ., pp. 222-223. 

(32) See above, p. 42. 
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liable in his am person for ooiv>llanoe with the act; and an aot of Virginia 

in 1705 required attorneys prosecuting suits for non-residents to giro security 

38 
for the paywnt of suoh costs and daaages as mi^t be sorarded against them. 

Occasionally an act was objected to because either inadrertently or pur- 
posely it tended to restrict the rights of English creditors. The Uassachusetts 

34 
aot of 1718 is a case in point. The act provided for the lisdtation of actions 

for debts after the expiration of two years from the contracting of the debtj and 
contained a proriso stating that the act should not extend to limit or bar any 
**action of account** between creditor and debtor where either of them might be 
orerseas* The act was objected to on the ground that it might be prejudicial 
to English merchants who had debts due them in IfassachusettSi since the act barred 
them from suing for their debts unless they repaired to the province within the 
two years. The proviso did, indeed, prerent the extension of the act to any 
"^action of account" between creditor and debtor where either of them was cnrerseas; 
but the consequence of the proriso, it was pointed out, was that all other actions 
ware barred. The report stated that the term "action of account" would not corer 
the majority of cases that arose between creditors and debtors. 

One fiirther act may be cited in which discrimination against English cre- 
ditors was objected to and was partly responsible for the disallcMrance of the act. 
In 1758 Virginia passed a "Two Fenny Act" which prorided that during the ensiling 
year tobacco debts might be discharged in money at the rate of two pence a pound 
In the meantime the ralue of tobacco had taken a sharp rise and the staple was 
worth considerably more than two pence per pound. Bitter opposition came from 
the British merchants to whom tobacco debts were due, and in 1759 London merchants 

presented a memorial to the Board protesting against the injustice of the act. The 

37 38 

act of 1758, as well as a similar act of 1755, was disallowed in 1759. 



36 



(33) Hening> III» p. 384. 

(34) Mass. A. A R., II, p. 105. 

(35) Ibid., p. 126. 



(36) Hening, VII, pp. 240-241. 

(37) Hening, VI, p. 568. 

(38) A. P. C, Col. Ser., 1745-1766, p. 421 < 
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Conclusion 

The preceding pages hsTe been deroted to a description of the credit 
system in operation between the English inerchants and the colonial merchants 
sni planters in the eighteenth century^ and to an account of the legislation 
vhlch the colonists passed to regulate^in some cases to alleTlate— the finan- 
cial difficulties in irtiieh they found themselres* Material has not been avail- 
able for an exhaustire study of the credit relations; consequently definite con- 
clusions must avait the fruits of further research* In the meantime^ hoireTer« 
three interesting questions inrlte recognition^ and perhaps a passing vord or 
tvo: 'irstj the extent to vhich the colonists appear to hanre purposely used 
legislation to relieve their indebtedness; second, the influence vhich the 
English merchants exerted orer the attitude of their government tcsrard colonial 
legislation affecting their interests; and third, the relation of these clashes 
of interest to the movement tovard separation. 

It cannot be denied that some of the bankrvqptcy lavs, and practically 
all of the legal tender clauses incorporated into money bills, operated to the 
disadvantage of the English merchants. It must be remembered, hoverer, that 
the colonies vere a nevly-settled region. They vere without broad e^erience 
in law-making; and they were confronted with ccnditions which were anything but 
ccnduciye to a well-ordered system of finances and trade-regulation. They were 
therefore early coD{)elled to pass legislation designed to protect themselyes at 
the expense, tenporarily,^ of others. The legislation which they passed provld- 
iz^ for exemption from arrest and suit for debts is typical of this regard for 
self-preservation. The introduction of paper money, with the enactment of 
legal tender clauses, was an atteiq)t to maintain an economic life that was in 
danger of being ruined for want of sufficient circulating medium. 
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The ohlef obj actions to trnfarorable baxdcruptoy legislation center about 
the short periods of tine allowed the Snglish merchants in irtiich to present 
their claims* It would obriously be to the adrantage of the colcmial creditors 
ef a bankrupt to hare as few English creditors as possible present claims « since 
the proceeds to be dirided among the creditors on hand would be correspondingly 
larger. But the number of deliberate atteaqpts to rule out the English creditors 
by restricting the time for the presentation of claims hardly seems to justify a 
contention that this was an adrantage for which the colonists persistently and 
fraudulently worked. As a matter of fact« only a small percentage of the bank- 
ruptcy laws seem to hare been regarded as unquestionably fraudulent in intent on 
this score. In the majority of them^ the time alloted for the appearance of 
claims raried between twelre months and eighteen months « in which time it is con- 
ceirable that notice of proceedings could be sent to England and claims returned 
before final diridend was made* The Board objected to such limitations on the 
ground that they might be^ or appeared to be^ prejudicial to the interests of 
the merchants in England. Indeed^ the Virginia bankruptcy act of 1763» against 
which the English merchants made such clamorous protests^ was admitted by the 
Board "to be just and equitable in its abstract principle •** Bankruptcy acts 
were disallcwed chiefly out of fear that experience might prore them to be pre- 
judicial to English interests; and« once confirmed by the Crown, a colonial law 
was thereafter beyond all recall or revision. 

The paper money situation, on the other hand, unquestionably affords 
ground for the contention that the colonists sought fraudulent means of reducing 
their debts. It has always been so in debtor communities. Franklin could not 
deny that there was some truth in this allegation; and in some colonies the deb- 
tor class was in control of the assembly and used its pover to pass paper money 
legislation recklessly and with little regard for redea^tion. But, granting 
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that oartaln debtor groups singled out the British merohants as the yictims of 
their paper money^ the faot still remains that large numbers of colonists sup- 
ported the inflationist morement without any other ulterior motiye than that of 
supplying a currency medium which was badly needed. Of course, those irtio did 
not actually intend that the British creditors should be cheated out of their 
debts, neyertheless profited equally from the depreciation of the paper money 
with those who had such reductions in mind. To this extent they were probably 
guilty of a certain ^^contributory negligence.** But it would seem somewhat 
unjust to accuse the colonial debtors as a class of conspiring to defraud British 
creditors out of portions of their debts. 

It is difficult to say just how much influence the English merchants 
exerted orer the Board of Trade in behalf of their oirn interests. Without 
doubt it was considerable • The English goremment had built its policy around 
ccnnercial expansion and naturally had the prosperity of the merchant class at 
heart. lloreorer, the merchants in England were wealthy enough and, in London 
at leasts sufficiently well organised, to bring pressure to bear when they so 
wished. The fayorite method irtiich the merchants employed in bringing forward 
their influence was to present memorials to the Board of Trade. Usually a nusor 
ber of the merchants ^)peared in person at the Board when a memorial came up 
for considerati<m. The Board itself frequently took the initiatiye and sum- 
moned the merchants before it to giye testimony in matters which concerned 
their interests. On the other hand, it should be remsmbered that many acts 
which were disallowed at the request of the merchants, would haye been dis- 
allowed without their interposition. But certainly many acts which could not 
be objected to from a legal point of yiew would haye been passed unnoticed. 
The Virginia act of 1748 is a case in point. 



(1) Russell^ p* 76. 

(2) See below, p. 57 « 
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To be able to estimate the part these credit relations played In bring-- 
ing on the American ReTolutlon Is the real justification for beginning a study 
In this field « But until all of the evidence has been collected and velghed« 
It would be untimely to do more than suggest that the relations betveen the Eng- 
lish merchants and their colonial debtors were undoubtedly one factor In making 
a separation possible* It would seem« for Instance^ that the particularistic 
colonies must have dlscorered an Identity of Interests among themselyesj and an 
absence of such Identity In their relations with the English merchants. Ubreonrerj 
the action of the English goremment In 1751 and 1764 In prohibiting legal tender 
paper money In the colonies was widely regarded In the colonies as an act of 
aggression. The act of 1764 was put Into effect at a time when the colonists 
were angrily protesting against the Sugar Act and the Stamp Tax. 

But the forces which were at work do not appear In surface erents^ and 
hasty conclusions might be made to point In different directions. The Committee 
of Iferchants of fhlladelphla wrote to the Committee of Uerchants of London In 
1770, ^Me consider the lisrchants here and In England as the links of the chain 
that binds both countries together." Oh the other hand^ Thomas Adams of Vir- 
ginia wrote to London In 1774^ ". . .If this dispute between Britain and the 
colonies comes to a speedy end happy Issue^ the gentlemen In this country will 
In their orders for goods In future distinguish between their friends and foes 
. . . ." Whateyer conclusions are finally reached^ one fact remains certain: 
The colonists were heavily in debt to the English merchants when hostilities 
brdce out. On the ere of the Revolution^ South Carolina planters counted on 
bringing pressure to bear on England by threatening to repudiate their enormous 
debts; but the attempt to convert a century-long liability into an asset failed. 

(3) Pennsylvania Gasette^ liay 10« 1770^ quoted in Schlesinger, p. 31. 

(4) Virginia Hag. of Hist., ZXIII, p. 178. 

(5) Schaper^ p. 288. 
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